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WO OF THE most pronounced trends in the banking 

world at the present time are group banking and security 

company affiliations,” says J. Harviz WILKINSON, JR., of 

the Investment Department of the State-Planters Bank 
and Trust Company, Richmond, Va., in his article “Banxs’ SE- 
cuRITY COMPANY AFFILIATES” to appear in the DECEMBER number 
of THE BanKERS MaGazine. “Group banking,” continues Mr. 
Wilkinson, ‘“‘because of its recent rapid growth holds the center of 
the financial stage but the importance of and interest attending the 
security affiliate is none the less evident. The ‘security-minded’ 
American public is, to a large degree, responsible for the entrance of 
commercial banks into the investment field but at least a contribu- 
tory cause is the diminishing margin of profit in strictly industrial 
banking and the consequent necessity for departmentalizing the 
bank into trusts, investments, and mortgages. In view of this fact 
some discussion of the advantages and capital structure of invest- 
ment companies associated with a bank is desirable, for in spite of 
the superficial simplicity there are several approaches to this one 
problem.” 


“THERE are a great many bankers who doubt the actual profit of a 
small loan department,” says Howarp Hainss, Vice-President of 
the First State Bank of Kansas City, Kan., in his article “Wuy 
THe Smautt Loan DepartMENT?” to appear in the DECEMBER 
number. “There are other bankers,” continues Mr. Haines, “who 
feel that a special department for the making of small loans, 
formerly handled by loan agencies and pawn-brokers, would bring 
an undesirable class of borrowers to their bank. The writer has 
been interested in surveying the actual developments in this field; 
in securing facts regarding more than one hundred banks which 
are now operating character loan departments; and in summing up 
the advantages and draw-backs of the plan.” 


M. FE. Cuase in an article, “PropucttvE Winpow Dispxays,” to 
appear in the DEcEMBER number says: “Today the barometer of 
interest in window displays on the part of bankers is at a high point. 


[Continued on page xiv} 
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The banker no longer asks dispassionately, ‘What is the other 
fellow doing?’ but his attitude is rather, ‘Window displays—yes, we 
believe in them, but how shall we proceed? Banks all over the 
country—conservative banks that firmly believe in ‘letting George 
do the pioneering’—are ready for some real action themselves. 
They are seriously seeking information on the subject of window 
displays. Since making a thorough survey of the bank window 
display field six years ago, the writer has watched closely the 
progress which banks have been making in the use of window 
displays, and also lobby displays—not alone by correspondence, 
but also by personal observation upon two lengthy: trips from New 
York via Illinois and Minnesota to California and back via Texas 
and the Southwest. The writer has also worked on displays with 
some several dozen banks, building and loan associations and real 
estate bond houses, ranging in size from million-dollar institutions 
to the largest in the country. And with this window and lobby 
display close-up as a basis, the writer makes the recommendations 
which follow in this article.” 


“A GREAT deal of confusion appears to exist, not only in the minds 
of investors, but even among bankers, as to Just what an invest- 
ment trust is,” says Dr. Paut M. Atkins, Engineer-Economist of 
Ames, Emerich & Co., in his article, “WHat 1s AN INVESTMENT 
Trust?” to appear in the DEcEMBER number. “As a result,” con- 
tinues Dr. Atkins, “people are frequently buying the securities of 
a particular organization under the impression that they are pur- 
chasing the stock or bond of quite a different sort of company. 
Numerous disappointments under such circumstances are inevitable 
in the long run. As a matter of fact, there are at the present time 
six distinct types of financial institutions—with many individual 
‘ases falling into intermediate groups—which are popularly called 
“investment trusts.” All of them, when honestly and capably 
organized and administered, have perfectly legitimate and useful 
functions to perform. In fact, most of them render economic 
services of a high order. It is essential, however, that the investor, 
whether he be a banker or an individual investing on his own 
account, recognize the differences which exist among these several 
types of institutions.” 
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Editorial Comment 
THE NEED OF A NEW BANKING POLICY 


SING the above as his theme, the 
| | Comptroller of the Currency 

addressed the recent convention 
of the American Bankers Association at 
San Francisco. As his views presum- 
ably are those which the Treasury will 
recommend to the attention of Congress, 
they are of great importance as repre- 
senting an attempt to find a way out 
of our tangled banking situation. 

At the outset of his address Comp: 
troller Pole brought out some very signifi: 
cant information, which may be best 
stated by quoting his own words. First 
as to bank earnings: 


“A study of bank earnings covering 
the last two or three years, which have 
been years of general business prosperity, 
shows that a large percentage of banks 
outside of the principal cities are operat- 


ing with insufficient earnings. Taking 
1927 as a typical year, 966 national 
banks operated at a loss, and an addi- 
tional 2000 earned less than 5 per cent. 
In other words, about 38 per cent. of 
all national banks earned for the year 
1927 less than the yield of a high grade 
security. It is well known that the 
earning capacity of the general run of 
country national banks is certainly not 
below that of the state banks similarly 
situated. 

“Current statistics for state banks are 
incomplete for the whole country, but 
figures are available for the calendar 
year 1926 which show that about 2000 
state banks operated at a loss. The 
average earnings of all banks, national 
and state, in one of our great agricultural 
states for the years 1924 to 1928, in- 
clusive, were less than 1/4 per cent. on 
invested capital. In four other great 
middle western states comprising both 


agricultural and industrial activities 2053 
banks, national and state, earned in 1927 
less than 6 per cent. on invested capital.” 


It is to be regretted that, after giving 
this rather gloomy picture of banking, 
the Comptroller did not take advantage 
of the opportunity of enlightening the 
bankers as to the causes of this unsatis- 
factory state of affairs. Manifestly, if 
we are to have more profitable banking, 
we must first understand what influences 
are at work to render banking unprofit- 
able in so many instances. In the absence 
of more specific information, which the 
Comptroller might have given, it may 
be inferred that some of these influences 
are: too many banks; increased cost of 
doing business (not peculiar to banking 
alone); the growth of taxation. There 
are other causes which might be men- 
tioned, but these will perhaps suffice. 

As to the first of these causes, responsi- 
bility rests upon the Comptroller of the 
Currency with reference to national 
banks and upon state bank superin- 
tendents with reference to state banks. 
These officials have failed to exercise 
their discretionary powers in restricting 
the number of banks to the community’s 
needs. Not only have there been too 
many banks in some towns, but banks 
have been authorized where the need of 
a bank did not exist. 

The increased cost of doing business, 
as indicated above, has not been pecu- 
liar to banking, but has extended to 
nearly all lines of business. Higher 
wages, rents, taxes and expenses of all 
kinds have conspired to keep profits 
down. This situation was met by many 
lines of business by effecting consolida- 
tions in the hope of cutting down the 
overhead. The same remedy is now 
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being applied to banking, with results 
yet to be seen. 

Passing now from this vital question 
of profits, we come to another phase of 
our banking problem of equal or greater 
concern. It relates to the bad record 
the country is making in the matter of 
bank failures. Here is what the Comp- 
troller said on this subject: 


“The inability of many country banks 
to earn a fair profit upon invested capi- 
tal is naturally reflected in the large 
number of failures which have occurred 
during the last eight years. From 1921 
to 1928 inclusive about 5000 banks 
closed their doors and tied up deposits 
of more than $1,500,000,000. Of this 
number, 700 were national banks and 
4300 were state banks. In four states 
from 40 to 53 per cent. of all banks in 
existence in 1920 failed; from 20 to 40 
per cent. in six states; and from 10 to 
20 per cent. in ten other states. Only 
two small eastern states have had no 
bank failures within this period. Eighty 
per cent. of these failures occurred in 
cities with a population of less than 
3000, and about 70 per cent. of the 
failed banks were capitalized at $50,000 
or less.” 


Bringing the figures down to the first 
eight months of 1929, the Comptroller 
stated that in this period fifty-two na- 
tional banks and 403 state banks had 
failed. He gave the following explana- 
tion for the numerous bank failures: 


“Many causes have been assigned for 
bank failures in the country districts, 
but one primary and fundamental cause 
covers all of the others; namely, that 
diversification of business is not generally 
possible. Without diversification, there 
can be no assurance of success in the 
long run.” 


But has not one very important factor 
in affecting the rural banks escaped the 
Comptroller’s observation? The coun- 
try cobbler, doctor, merchant, lawyer. 
milliner and others have been compelled 
to give up the struggle, and for a similar 


reascn—the fact that the centralized 
rural community of the old type no 
longer exists. The dweller on the farm 
need no longer patronize the local banker 
or merchant. He can go to the large 
town, or to the metropolis of his neigh- 
borhood, in less time than was necessary 
to reach the rural village in the old days. 

Another thing; if want of diversifica- 
tion was so fatal to banks in recent years, 
why were not its deadly powers mani- 
fest in former times? This excessive rate 
of bank mortality, as the Comptroller 
points out, was coincident with a period 
of “the greatest business activity, com- 
mercial expansion and financial strength 
the country has ever seen.” Why is it 
that the country banks, in such a period, 
show the worst record of failures in 
their entire history? That is a point on 
which more light is needed. It may be 
that the changes in business to which 
reference has been made above have 
somewhat lessened the range of diversi- 
fication; but essentially the country bank 
is now hardly more of an agricultural 
bank than it was during its earlier his- 
tory. 

In speaking of the country’s prosper- 
ity, the Comptroller goes on to say: 


“Does not, therefore, the failure of 
sO many country banks to share propor- 
tionately in this increased prosperity 
clearly indicate that there is a funda- 
mental weakness in our banking system? 
. . . Where is the responsibility for this 
condition? It is not primarily upon the 
bankers. The responsibility of the 
banker is to operate his bank safely and 
profitably within the limits prescribed by 
law, but the responsibility for the system 
of banking under which he operates is 
upon the Government of the United 
States in the case of national banks and 
upon the state governments in the case 
of state banks.” 


Here the Comptroller protests too 
much. A good system of banking is 
desirable, and strict banking laws neces: 
sary where banking is as free as it is 
in the United States. But irrespective - 
of the laws under which he operates, 
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the good banker will manage his bank 
wisely. The English joint stock banks 
do very well under the general com- 
panies act. A reckless banker will ruin 
his institution no matter how strict the 
laws under which it operates. That a 


bank’s safety and profit depend much 
upon the management is recognized by 
the Comptroller when he says: 


“I do not wish to be misunderstood 
as putting all country banks into the 
same category. There are many coun- 
try banks that are sound and prosper- 
ous because they are in a position to 
obtain diversification of their business 
or are managed with unusual skill and 
conservatism.” 


The latter phrase deserves the empha- 
sis given it, for it represents a qualifi- 
cation essential to successful banking. 
Diversification or no diversification, the 
skillful and conservative banker will con- 
duct his institution safely and profitably. 

Proceeding to the consideration of 
suggested remedies for the present bank- 
ing situation and before giving us his 
own prescription, the Comptroller says: 


“The principal remedy which has been 
tried in the past for bank failures is 
the government guarantee of bank de- 
posits. It may be definitely said that 
this remedy has failed wherever it has 
been adopted. There are those who 
have advocated stronger capitalization 
and more capable management for the 
country banks. This doctrine has been 
preached for years without avail, for 
the simple reason that the local business 
is not of sufficient volume to justify 
the larger capital or the employment of 
a more highly trained management.” 


Extreme disappointment must be ex- 
pressed at the brusque dismissal by the 
Comptroller of the two fundamental re- 
quirements of sound banking—adequate 
capital and capable management. If of- 
ficials charged with bank supervision and 
the bankers themselves had given more 
attention to these two essentials and less 
to quack remedies of various kinds, bank- 
ing in this country would not have 
teached its present state. 
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It is hopeless to expect any real im- 
provement in American banking until it 
is recognized that adequate capital and 
skillful management are the indispen- 
sable requisites of good banking. 

If in any community there is net 
business enough to warrant the employ: 
ment of these two banking requisites, 
then there is no need for a bank of 
any kind. A postoffice savings “bank” 
would afford all necessary banking fa’ 
cilities. 

The minimum capital of a national 
bank is $25,000, and of some state banks 
$5000 or less. With this low capital- 
ization the tendency is for the banks 
to do business on the funds supplied by 
the public instead of on the capital con- 
tributed by shareholders. This is an 
outstanding weakness of our banking 
systems and explains to a considerable 
extent the cause of so many bank fail- 
ures. 

That more capable banking manage- 
ment is needed is something too obvious 
to be argued about. That it can be 
had, even by rural banks, is shown by 
the thousands of such banks long in 
successful operation in various parts of 
the country. 

To raise the standard of banking 
where it is now low is the real problem 
to which the Comptroller's Bureau, the 
state bank superintendents, the clearing- 
houses, the bankers associations, and the 
bankers individually must give their 
serious attention if we are to have sound 
banking in the United States. 


EXTENSION OF BRANCH 
BANKING 


FTER having given up as hope- 
less the desired improvement of 


the rural unit bank, and express- 
ing the view that it is debatable whether 
or not group banking is the best remedy 
for the situation which confronts us, 
the Comptroller proceeded to develop 


. his principal theme—the extension of 


branch banking. Before doing so, he 
made this significant observation: “In 
the absence of Government permission 
for branch banking in its true sense, 
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preseut developments indicate that 
group banking, under the force of 
economic law, may eventually displace 
the present system of country unit 
banks.” 

At the outset of his proposal for the 
extension of branch banking the Comp- 
troller says: 


“I have given long and careful study 
to this question and have conferred with 
representative bankers of all classes. I 
have caused to be gathered comprehen- 
sive statistics on bank operations through- 
out the country. After reviewing all 
of the discussions concerning branch 
banking before and since the McFadden 
Act and having in mind that this should 
not be regarded as a controversy solely 
between bankers but that the interest 
of the general public also be given full 
consideration, I have reached the con- 
clusion that an extension of branch 
banking privileges should be granted to 
national banks. That it should not be 
nation-wide will be generally admitted.” 


Issue may be taken with the latter 
statement. If city banking possesses the 
superior virtues attached to it by the 
Comptroller and other advocates of 
branch banking, why should even the 
remotest hamlets in the country be de- 
nied their benefits? 

The Comptroller’s plan for limiting 
branch banking is thus outlined: 


“It has been suggested that branch 
banking be limited to the confines of 


each Federal Reserve district. This may 
not be feasible to the same extent in 
all Federal Reserve districts. Restrict- 
ing it to state boundaries, which are po- 
litical, rather than economic, presents 
difficulties, as does the suggestion that a 
radius of fifty or one hundred miles from 
the parent bank be fixed; but there is 
an economic area to which the extension 
of branch banking can be applied, vary- 
ing in size to meet the diversified condi- 
tions that exist in this vast country. 

“It is for Congress ultimately to fix 
the boundaries of these districts; but 
Congress, of course, would not and could 
not attempt to do so prior to careful 
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consideration and study of all of the 
factors, which could oniy be carried on 
by a committee of qualified experts. 
Would we not be making real progress 
if, at the coming session, the Congress 
were to instruct, let us say, the Secretary 
of the Treasury, the Governor of the 
Federal Reserve Board and the Comp- 
troller of the Currency to study the 
banking situation and to report the 
boundaries which they would recom- 
mend that the Congress set up, estab- 
lishing such definite areas?” 


There could hardly be anything more 
absurd than to confine branch banking 
to the limits of the Federal Reserve dis- 
tricts as they exist at present. For ex- 
ample, under this arrangement, the New 
York banks could not establish branches 
in the New Jersey suburbs, which are 
commercially a part of the metropoli- 
tan district though attached to the Fed- 
eral Reserve district of Philadelphia. 
The fact is that the present Federal Re- 
serve districts were created for the pur- 
pose of giving a sop to various locali- 
ties, with scant regard to economic fac- 
tors. The creation of three districts on 
the Northern Atlantic seaboard was for 
the further purpose of shearing New 
York of its financial power. 

It may be hoped that the Comptroller's 
“committee of qualified experts” will do 
better when they come to establish the 
districts in which a bank may be per- 
mitted to operate branches. 

The Comptroller would institute cer- 
tain safeguards in setting up districts and 
in the creation of branches. He says: 


“In order that this development, with- 
in whatever economic areas may be de- 
termined upon by Congress, may be 
sound and orderly, it should be protected 
by three safeguards: First, that govern- 
mental supervision be further extended 
and intensified; second, that each parent 
bank be capitalized adequately to meet 
the responsibility of operating branches; 
and third, that discretion over the es 
tablishment and over the removal of 
every branch be vested in the Comptrol- 
ler of the Currency.” 
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One might be pardoned for suppos- 
ing that if the great banks of the coun- 
try are to go into the branch banking 
business, they could better determine 
themselves where such banks should be 
located than could the Comptroller of 
the Currency at Washington. Faith in 
Washington as the source of banking ad- 
ministration and control has not been 
so justified by experience as to warrant 
investing the Comptroller with dictato- 
rial power in regard to the extension of 
branch banking. 

The reason for this proposal may be 
found in the endeavor to conciliate the 
sound and well-managed banks, as may 
be seen from the Comptroller’s further 
statement: 


“What of the sound country bank 
which has been operating for years with 
profit and is serving its local community? 
Under the procedure outlined above 
[appearing in the Comptroller’s com- 
plete address, published elsewhere] such 
a bank could not be driven out of busi- 
ness through the establishment of a de 
novo branch, for the simple reason that 
no Comptroller of the Currency would 
permit it. Bank stock is a commodity 
with a market value, and if a stock- 
holder wishes to sell to a branch system 
that is his right under the ordinary law 
of contract. But it is inconceivable that 
any Comptroller of the Currency, the 
proceedings of whose office are impor- 
tant public records, would ever lend his 
high responsibility to.aid a branch bank 
unfairly to drive a local bank out of 
business. The successful country bank, 
therefore, should have nothing to fear 
from the recommendation which I pro- 
pose.” 


Yet, the excellent country banker can 
hardly look with satisfaction upon a 
scheme for conferring upon the Comp- 
troller of the Currency such wide dis- 
cretionary power in determining whether 
a bank is sufficiently successful to war- 
rant its freedom from the competition 
of a branch bank which the Comptroller 
may authorize as he sees fit. 

It could well be wished that the Comp- 
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troller’s Bureau had in the past been 
more vigilant in preventing undue com- 
petition in the banking field by refus- 
ing to grant charters for new banks 
where they were not needed. Upon the 
record, there is no ground for vesting 
the Bureau with further authority. 

The Comptroller’s address, which will 
be found in full in the proceedings of 
the American Bankers Association con- 
vention, published elsewhere in this 
number, was thought-stimulating. Ex- 
tended attention has been given to it 
above for the reason that the Comptrol- 
ler’s views are of exceptional significance 
at this time when banking in the United 
States is undergoing changes as momen- 
tous as any that have taken place in 
the country’s history. 


ARE STATE BANKS TO BE 
SUPPRESSED? 


cent bankers’ convention at San 
Francisco, the Comptroller of the 
Currency said: 


x concluding his address at the re- 


“In my recent address at Atlantic 
City, I indicated that the proposal for 
new legislation which I intended to for- 
mulate would offer to state banks and 
trust companies an opportunity to gain 
a wider field of banking operations un- 
der the national charter. With liberal 
branch banking privileges conferred upon 
the national banks, the attractions of a 
national charter would be considerably 
enhanced and while there would of 
course be no compulsion upon the state 
banks and trust companies to become 
national banks, in the usual course of 
business, it is believed that the stock- 
holders of the large state institutions 
would find it to their advantage to oper- 
ate under the national charter. From 
the standpoint of the public, since com- 
merce is national and interstate, the crea- 
tion of a uniform banking system through 
the assimilation of the bulk of the bank- 
ing resources of the country would be 
not only an advantage but a logical de- 
velopment. From the standpoint of the 
Government of the United States, the 
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increase in the resources and strength of 
the national system as a result of the 
extension of branches and the conversion 
of large state banks into national, would 
bring into the Federal Reserve System a 
great volume of banking resources now 
operating independently and at the same 
time develop an instrumentality over 
which the Government would have 
complete control and through which it 
could enforce an adequate banking 
policy.” 


The Comptroller contemplates “the 
creation of a uniform banking system 
through the assimilation of the bulk of 
the banking resources of the country;” 
in other words, that legislation would 
confer such advantages upon the na- 
tional. banks that: the state institutions 
would be relegated to a subordinate po- 
sition. 

In his address at the San Francisco 
convention Edgar H. Sensenich, presi- 
dent of the National Bank Division of 
the American Bankers Association, de- 
clared: “I believe the time will soon be 
at hand when we must give serious con- 
sideration to the Federal supervision of 
all banking in America.” 

Other opinions to the same effect 
might be cited tending to show that 
there is a belief that the way to arrest 
the exodus from the National Banking 
System is either to make that system 
so attractive that all banking capital will 
be eager to operate under it, or in some 
way to suppress state banking aitogether. 
That Congress has any power to effect 
the latter object does not appear, 
though by exempting, as it might, the 
national banks from all state taxation 
it could give them a decided advantage 
over the state banks. But the states, if 
they were willing to sacrifice revenue 
from that source, could cure this dis- 
parity by exempting state banks from 
taxation. 

Attempts to bring all banking under 
Federal jurisdiction would arouse a storm 
of opposition, and there is no immediate 
prospect that such attempts will be 
made. 
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At present the tendency of banking 
capital is to move from the Federal to 
the state systems. Some of the real 
causes of this tendency do not appear 
to have been fully recognized at San 
Francisco, and the remedies proposed to 
arrest it were necessarily of an ineffec- 
tive character. 

Rural bank failures have been due, in 
large part, to the artificial stimulation 
given to agricultural credit during and 
since the Great War—a policy that is 
still being followed, and of whose results 
we have not yet seen the end. 


GROUP BANKING AND BRANCH 
BANKING 


[sr permission to establish branches 


of national banks, contained in the 

McFadden Act, has not thus far 
resulted in a very large increase in the 
number of branch banks. This may 
have been due, as the Comptroller 
thinks, to the fact that the establish- 
ment of branches is dependent upon the 
consent of that official, or it may have 
been due to other causes. 

Rather more significant, especially in 
recent months, has been the develop- 
ment of what is known as “group” bank- 
ing. This form of banking had de 
veloped quite extensively on the Pacific 
Coast some time ago, but lately it has 
been taken up by three conspicuous or- 
ganizations—two of them in the North: 
west and one in the East. Reference 
is made to the First Bank Stock Cor- 
poration, organized by the First National 
Bank of Minneapolis and the First Na’ 
tional Bank of St. Paul, the Northwest 
Bancorporation, organized by the North: 
western National Bank of Minneapolis, 
and the Marine Midland Corporation, 
organized. by the Marine Trust Company 
of Buffalo. 

Outlining the policy of the latter or 
ganization, President George F. Rand 
of the Marine Trust Company, said: 


“The underlying policy of the Ma: 
rine Midland Corporation is not to su 
perimpose outside control upon local 
banks, but rather to continue local ad: 
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French Gold and World Credit 


Noted Economist Says French Gold Hoarding Offers Most Serious 
International Financial Problem Confronting World Today 


By Davip Fripay 


role as a sinkhole for the world’s 

gold?” This question was asked re- 
cently by an international banker at a 
conference of financiers. It was prompted 
by the fact that the Bank of France has 
absorbed 10,500,000,000 francs, or the 
equivalent of $420,000,000 of gold dur- 
ing the last year. This brings the total 
gold holdings of that institution to 39,- 
410,000,000 francs, or $1,575,000,000. 
It amounts to $40 for every man, 
woman and child in the country, for 
the population of France is only 39,- 
000,000. London is the financial cen- 
ter of the European world. Yet the Bank 
of England holds only £130,000,000 
or $650,000,000 of gold. This is about 
$15 per capita. Germany's gold hold- 
ings at the Reichsbank amount to 
$530,000,000. This is less than $8.50 
per capita. Italy’s gold amounts to 
less than $5 per inhabitant. 

It is unfair to characterize France as 
a “sinkhole” for gold. For that implies 
that once the gold goes into the place 
it will never come out again but is ir- 
retrievably lost. This is certainly not 
true of gold taken by France. The 
gold is not in the peasant’s stocking. 
It is in the coffers of the Bank of 
France and is available for export if 
economic forces or political exigencies 
make this expedient. 


q France assuming India’s former 


MORE GOLD THAN SHE NEEDS 


But it certainly is true that the Bank 
of France is hoarding gold. That is, 
France is accumulating more gold than 
needed for the support of her circulation 
and the credit structure of her country. 
And she is embarrassing the central 
bank: of other countries by her action. 
She is also exerting a deflationary pres- 


sure upon the credit structure of the 
financial world of which she is a part. 

The figures of gold holdings per 
capita which have already been cited 
should prove pretty well that her large 
accumulations are properly to ke desig- 
nated as “hoarding.” But, lest some- 
one object that we are comparing her 
with England at a time when Britain’s 
holdings are at an abnormally low 
point, it will be interesting to compare 
France with the United States. 

The total monetary gold stock of this 
country at the end of August was $4,- 
359,573,000. That is an average of 
$36.32 per person. This is nine-tenths 
of the average per capita holdings in 
France. But if we compare the gold 
holdings with the annual national in- 
come of the two countries it becomes 
strikingly apparent that the French 
holdings are excessive as measured 
against monetary needs. 

The national income of the United 
States is about eight times as large as 
that of France. Our national income 
as computed by the National Bureau of 
Economic Research was almost $90,000,- 
000,000, in 1926. In this year of in- 
creased production it should reach $96,- 
000,000,000. Our total stock of mone- 
tary gold, including that held by the 
Reserve banks, by the Treasury and in 
circulation is, therefore, only 4.6 per 
cent. of the annual income of our 
people. The corresponding figure of 
income for France is not over $12,000,- 
000,000, or 300,000,000,000 francs. 
The gold holdings are more than 13 
per cent. of this sum. 

The figure of $12,000,000,000, or 
300,000,000,000 francs, for the national 
income of France is a rough approxi- 
mation, and is doubtless higher than the 
French economists would put it. They 
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usually insist that $10,000,000,000 is 
the maximum. In that case the ratio of 
gold holdings to national income would 
be over 15 per cent. A rough check 
may be obtained on these figures by 
taking the assertion of French officials 
and publicists that taxes in that coun- 
try absorb from one-fourth to one-third 
of the national income. We know what 
these taxes are. They come to about 
50,000,000,000 francs. This would 
mean a national income of 150,000,000,- 
000 to 200,000,000,000 francs. Such 
statements are usually made, however, 
in controversies with the English over 
the relative burdens of taxation in the 
two countries. They naturally err, there-* 
fore, on the side of understatement of 
the nation’s flow of income. Certainly 
the figure of $12,000,000,000 is high 
and the ratio of 13 per cent. is con- 
servative. As against this, England and 
the United States have ratios of less 
than 5 per cent. 


HOW FRANCE HAS DRAWN GOLD 


How does it happen that France has 
been able to draw this immense volume 
of gold into her coffers? Even during 
the last two months she has imported 
$105,000,000. Three years ago when 
the franc had fallen to two cents and 
she was supposed to be facing bank- 
ruptcy, she had only $710,000,000 of 
gold in the Bank of France; now she 
has more than double that amount, and 
is still drawing it in. 

The imports since the latter weeks of 
July of this year are easily explained. 
France had accumulated balances in 
America alone commonly estimated at 
from $500,000,000 to $600,000,000. 
She owed this country $407,000,000 
due early in August. But when the 
Mellon-Berenger agreement was ati- 
fied by the French parliament she was 
relieved from this cash payment and it 
was commuted, along with the other 
sums which the French government 
owed our Treasury, into a series of 
easy payments beginning at $30,000,- 
000 annually. Relieved of this pay- 
ment, the bank had an abundance of 
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free funds abroad and it has taken a 
small part of them home in the form of 
gold. 

But this only pushes the inquiry back 
a step. It does not answer the funda- 
mental question, how France came to 
have such large balances that she has 
been. able to increase her gold holdings 
from $710,000,000 in 1926 to $1,575, 
000,000 at the present time? 

It should be noted in passing that she 
did not get all of this through imports. 
In September of 1926 the Bank of 
France was authorized by law to buy 
gold at a price other than the pre-war 
parity of one paper franc for one of 
gold. Since that date the French people 
have brought to the bank over $200, 
000,000 of gold. Only about $650, 
000,000 has been derived from imports. 
But this represents the entire amount of 
newly mined gold which became avail- 
able for monetary uses during this 
period. All the new gold has, there- 
fore, flowed into the vaults of the Bank 
of France for more than three years 
now. The needs of the other nations 
have been satisfied during that time out 
of the gold held by the United States 
and by the Bank of England, except for 
a sum of less than $100,000,000 which 
Germany received from Russia in 1928. 


THE FLIGHT FROM THE FRANC 


France was able to import this large 
amount of gold because her people had 
been exporting immense quantities of 
capital during the “flight from the 
franc” which culminated in the autumn 
of 1926. At that time one of the ablest 
French financial writers estimated the 
capital exports of the years 1923 to 
1926 inclusive at 10,000,000,000 pre- 
war gold francs. This would be almost 
$2,000,000,000. It was clear that 
much of this capital would return to 
France as soon as confidence in the 
stability of the currency was restored. 

During the autumn of 1926 the 
restoration of faith in the franc was 
accomplished. As a consequence cap’ 
ital flowed back into the country, and 
the franc rose to four cents, at whic 
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The Bank of France, from a drawing by Alfred C. Bossom. 


level it was stabilized de facto by the 
Bank of France on December 23, 1926. 
The committee of experts which had 
been appointed by the French govern- 
ment to study the problem of stabiliza- 
tion and to recommend measures for its 
accomplishment reported during the 
summer of 1926. They believed that it 
would be necessary to obtain a foreign 
credit of $250,000,000 when stabiliza- 
tion was undertaken. 

But with this large amount of capital 
which the French people had exported 
it was clear that no such credit was 
necessary, if only confidence could be 
established. When that had been ac- 
complished by Poincare there was avail- 
able many times the sum mentioned by 
the experts. 


GOLD HOLDINGS DOUBLED IN THREE 
YEARS 


When this French statesman began 
his work three years ago this summer 
the bank held $710,000,000 of gold, 
and practically no foreign assets. It did 
show another $350,000,000 of gold 
“held abroad” but it was a generally 
accepted fact that this gold would 
never come back. 


By June, 1928, when the franc was 
formally and legally stabilized, the gold 
holdings had reached $1,136,000,000 
and the bank held, in addition, over 
27,000,000,000 francs of sight balances 
abroad, and foreign bills. Now after 
another fifteen months she. holds $1,- 
575,000,000 of gold and still has over 
25,000,000,000 francs of sight balances 
abroad and foreign bills. In other 
words, she still holds foreign funds of 
over $1,000,000,000 after bringing in 
the gold which she has imported during 
the last three years. 

The conclusion to be drawn from 
these occurrences is that France is now, 
and has been since 1923, a capital ac- 
cumulating and capital exporting na- 
tion just as she was before the war. 
After she had passed through that first 
great period of reconstruction which 
ended with 1923, she was sending her 
savings abroad at a rapid rate. Large 
amounts of these funds are invested in 
demand or short dated bills and she can 
bring this capital home in the form of 
gold at short notice. 

A large part of the funds which she 
has invested abroad have been derived 
from reparation payments which she 
has received from Germany. She has, 
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during the last five years, received al- 
most exactly 25,000,000,000 francs from 
Germany under the Dawes plan, and 
this is just about the amount of her 
sight balances abroad and foreign bills 
today. 

Germany found it necessary to bor- 
row in order to pay reparations and at 
the same time develop industry and 
standards of living on modern lines at 
home. She borrowed these funds in 
America and England, and transferred 
them to France. In America and En- 
gland France holds the great mass of 
her foreign balances now; and from 
these countries she has drawn the gold 
which she has imported. For England 
this has brought serious consequences. 
Her gold holdings are down to the 
lowest point since the resumption of the 
gold standard, and her discount rate is 
the highest in years. She has exported 
almost $400,000,000 during the last 
year, and France has imported a little 
more than that. 


A SERIOUS WORLD PROBLEM 


This absorption and sterilization of 
gold by France is the most serious in- 
ternational financial problem which con- 
fronts the world today. If she per- 
sists in the line of policy which she has 
pursued recently, France can go on ab- 
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sorbing all the newly produced gold. 
Her share of the German reparations 
payments alone amounts to about $200,- 
000,000. This is the amount of new 
gold annually available for monetary 
uses. If she chooses to save these sums 
and invests them abroad, and if Ger- 
many borrows these amounts in En- 
gland and America, or if the investors 
of these countries purchase German 
stocks and bonds already issued to that 
amount, then France can draw gold 
from these countries and sterilize it. 

The only development that will pre- 
vent this, and will make possible as 
well the repatriation of French funds 
held abroad, will be the investment of 
French capital in foreign stocks and 
bonds, or the repurchase of French se- 
curities previously floated abroad. If 
French capital were to flow into Ger- 
many in large amounts, and if Ger- 
many were to use the proceeds to pur- 
chase commodities from America, the 
French balances here would be ex: 
tinguished in tlie process. 

This investment of French savings is 
certain to develop sooner or ater. 
Until it does the European and Amer- 
ican world will continue to feel the 
deflationary effects of the policy of 
hoarding gold which is being pursued 
in Paris. 





Needed: A New Banking Technique 


Mounting Bank Failures Reveal Weakness of Historic Methods 
and Policies in Present Era of Scientific Accuracy 


By Eucene H. Burris 
Bank Service Department, Ames, Emerich & Co. 


CONSIDERATION of the fa- 
Azits which have taken place 
since 1920 among the banks of 
the United States brings out the dis- 
turbing realization that our banking 
technique, by and large, has been un- 
able to keep up the pace set by tech- 
nique in the other phases of business. 
The mounting number of bank fail- 
ures would seem to argue that our his- 
toric methods and policies of bank 
management have weaknesses and im- 
perfections fatal in the new era of 
scientific accuracy in which we are liv- 
ing. It would seem that the simplest 
and most logical correction of these 
faults would be found possible in the 
instance of the organization of a new 
bank where there are no traditions of 
operation to be respected and no habits 
dificult to break. 

Organizers of new banks are prone 
to lay emphasis on the money to be 
made in the banking field, citing suc- 
cessful and established banks to support 
their contentions. Yet their optimism 
might well be tempered by a survey 
of the conditions which have developed 
within the banking field and by a 
realization that the expectancy of bank 
earnings on an average basis does not 
correspond with the experience of out- 
standingly successful banks. 

The average number of bank fail- 
ures a year in the four years 1920-23 
is seen to have been approximately 276, 
as is graphically depicted in Chart I. 
For the five successive years through 
1928 that average was more than 
doubled to the figures 663. Nor do the 
first six months of 1929 indicate a 
ssoning of! the high mortality rate for 
the total bank failures in that half- 

* amount to 372 which is almost 


35 per cent. greater than the average 
for a full year in the earlier part of 
the decade. Startling as these figures 
may appear, it is no less disconcerting 
to consider the percentage of bank fail- 
ures computed on the basis of the num- 
ber of banks operating each year for 
the period. On this basis the average 
annual percentage of bank failures for 
the five years 1924-28, is more than 
two and one-half times the percentage 
for the four years, 1920-24. 


BANKS NOT REFLECTING PROSPERITY 


It might have been expected that 
the banks of the United States, with- 
out many exceptions, would have re- 
flected the increased prosperity which 
has been so widely experienced in 
other lines of economic activity. Yet 
it is significant to note that the year 
1924 marked the beginning of this 
prosperity and, at the same time, the 
start of the rapid growth in bank fail- 
ures. 

Chart I has shown the none too 
flattering record of bank management 
for the United States as a whole. An 
analysis of the experience of the vari- 
ous states indicates certain regional weak- 
nesses. The accompanying map, show- 
ing the average annual percentage of 
bank failures in each state for the 
period 1920-28, indicates that a lower 
proportion of bank failures is found in 
the industrial sections of our country 
where there exists greater familiarity 
with the purchase of investment securi- 
ties. On the other hand, the heaviest 
proportion of bank failures seems to 
have taken place in those parts of the 
country where the backbone of human 
endeavor centers in exploiting the 
existing natural resources. 
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Chart I. 


In the agricultural Middle West we 
are familiar, or course, with the haz- 
ards of loans secured by farm property, 
the productivity of which is frequently 
subject to the contingencies of a one- 
crop system of agriculture. Experience 
in this region shows that enduring bank 
management cannot indulge in too 
great optimism as regards the liquidity 
and payment at maturity of crop loans 
and farm purchase money loans. 
Speculation in land where booms have 
been followed by the almost inevitable 
aftermath, depressed prices, has been 
an important contributory cause for 
bank failures in these parts of the 
country. Of course the dangers of 
under-capitalization and over-banking in 
a specific community must not be over- 
looked. The underlying causes of the 


high proportion of bank failures in 
these states may fairly be said to be 
over-commitment in local loans and a 
fatal negligence to provide a sufficient 
secondary reserve and in other respects 
to maintain sound diversification of 
earning assets. However, the increas- 
ing number of bank failures is not re- 
stricted to these agricultural states but 
has been experienced generally in al- 
most all sections of the country. 

Certainly it would seem that the 
methods of management in at least 
some of our banks might be termed 
out-worn since the foregoing statistics 
so patently indicate an inability to cope 
with the more rapid pace prevailing 
in our business life today. 


EARNINGS EXPECTANCY 


The expectancy of earnings for a 
new bank may be arrived at by a study 
of the experience of existing banks. 
The average expectancy of bank earn- 
ings is pretty well established in a re- 
cent survey of bank operating ratios 
conducted by the Committee on Bank 
Budgets of the Clearing House Sec: 
tion of the American Bankers Asso- 
ciation. A very good cross-section of 
bank earnings may be seen in the fol- 
lowing figures: 


Average Net Income 
Per Cent. 
Demand Deposits 
Time Deposits 
Total Resources (All types of 
Deposits and Capital and 
Surplus) 


In the face of the increasing bank 
mortality rate and with the knowledge 
set forth in the immediately preceding 
paragraph as to the expectancy of earn- 
ings from funds available to the man- 
agement of a bank, it behooves the 
group of men contemplating the organ’ 
ization of a new bank to scrutinize 
closely the requirements of the com- 
munity where the new bank is to func’ 
tion. Too often a new bank comes 
into being inspired principally by the 
motive of competition. In the banking 
field the question may well be raised 
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whether competition is the life of 
trade. It may be observed quite often 
that, when a merger has taken place, 
certain directors and officers of the 
merged bank not included in the result- 
ing organization set about to open a 
competing bank. Their hopes of suc- 
cess may be pinned to the advertise- 
ment that their purpose is to provide 
“personal banking service” and certain 
disaffected accounts may swing over to 
them as a nucleus for the growth of 
their competing bank. In other in- 
stances, it has been observed that a 
new bank will come into existence 
organized by men not closely enough 
in tune with the management of the 
existing banks in the community and, 
in such cases, the hopes of success of 
the new bank may be based chiefly 
upon attracting a following by in- 
creased rates of interest paid on de- 
posits and by similar inducements. In 
neither of these rather typical cases is 
there always a consideration of the 
economic justification for the presence 
of additional banking facilities in a 
given community and it is on_ this 
subject that it would be well to dwell. 
QUESTIONS FOR A NEW BANK TO ANSWER 
The significance of the requirements 
of . specific community may be found 


answering the following questions: 
1. What other banks are already 


serving the community? 


. What is the amount of their 


capital and surplus? 


. How does the volume of their 


respective capital and surplus re- 
late to the borrowing require- 
ments of their customers? 


. Does the usual limit of 10 per 


cent. of their capital and surplus 
which may be loaned to any 
individual represent a restriction 
upon the enterprise and develop- 
ment of the interests which may 
be operating or which may be 
contemplating operating in the 
community? 


. Would the interests of the com- 


munity be better served by in- 
creasing the capitalization of 
existing banks to meet known 
specific credit requirements or 
would the opening of a new 
bank be more constructive? 


. Is the total lending power of 


the banks existing within the 
community sufficient to meet the 
total borrowing requirements of 
those in the community who are 
entitled to banking accommoda- 
tion? 
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WHAT NEW SERVICES ARE NEEDED? 


7. Would additional services, not 
provided by existing banks, be of 
use to the community? Such 
services might be real estate 
mortgage accommodations, title 
insurance, fiduciary service, sav- 
ings or interest deposits, con- 
structive investment counsel, 
foreign exchange, steamship 
tickets, insurance, | Christmas 
club, vacation and travel club, 
etc. 

. Are there in the community any 
peculiar conditions which in 
themselves justify the presence 
of ‘an additional bank to serve 
certain interests not catered to 
by the existing banks? The 
reference here has to do with 
racial or social peculiarities, as a 
result of which the employes of 
industrial enterprises, for in- 
stance, do not have the attention 
paid to their needs by existing 
bank management, which may be 
controlled by interests identical 
with the employers. In such 
cases it might well be that a new 
bank, catering particularly to 
such a class, would receive the 
support that would result in its 
flourishing success. 

. What interest rates have cus- 
tomarily been paid on various 
types of deposits by the exist- 
ing banks? 

. Could a new bank afford to 
meet these prevailing rates and 
earn a satisfactory net return 
in addition to overcoming the 
difficulties and inertia of start- 
ing a new project? 

. Do both the immediate and more 
remote prospects of the com- 
munity indicate that its future 
banking requirements will be 
sufficient to support the new 
bank in addition to the existing 
banks? 


Only after some such survey of the 
conditions and requirements of a 
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specific community has been made 


should the organizers of a bank feel 
entitled to proceed with their project 
with any soundly based confidence that 
they will be able to survive in a field 
in which the fatalities have shown them- 
selves to be on the increase. 
realize the following facts: 


They must 


1. The press of competition is be-. 
coming more intense. 

2. The cost of management has 
been automatically increased by 
about 5 per cent., due to in- 
creased commodity prices in the 
last fifteen years. 

. The net income per dollar de- 
posited has suffered a decrease 
of approximately 50 per cent. 
per dollar deposited since 1910. 


SHOULD START WITH SCIENTIFIC 
POLICIES 


A new bank can scarcely expect to 
be able to escape the inevitable result 
of the foregoing continuing trends and 
its management must realize the vital 
necessity of employing from the very 
outset scientific principles of sound 
bank management if the hope of sur- 
vival as a unit bank is to be realized. 

Scientific principles of management 
as they relate to the conversion into 
income producing assets of the funds 
available to the management should 
include due regard for sufficient liquid- 
ity and proper diversification of the 
investments. These considerations 
serve aS insurance against unfortunate 
developments affecting the community 
for whose service the bank is estab 
lished. 

The importance of a sound invest 
ment policy is unpleasantly obvious to 
one considering the experience of many 
banks operating under the present 
somewhat distorted financial conditions 
prevailing in this country. In spite of 
the phenomenal prosperity which is 
the boon of the United States as 4 
whole, many banks are groaning under 
a burden of frozen assets represented 
by their local loans and of paper losses 
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in the much depreciated market values 
of their security holdings. This is 
true in many cases at a time when the 
demand for money has created the 
abnormally high rates which provide, 
at the present time, excellent oppor- 
tunities for investment at a high rate 
of return either over a short or a long 
period. 

After such a survey as has been out- 
lined above to determine the economic 
justification of a new bank, its man- 
agement should be able to estimate 
with a sufficient degree of accuracy the 
amount of money soon to be avail- 
able for investment. It should further 
be possible to estimate in what form 
these funds will be provided; what 
proportion will be in the form of de- 
mand deposits, what proportion in the 
form of time deposits and what will 
be the relationship of the capital and 
surplus to total deposits. 

The problem then becomes one of 
establishing investment policies best 


suited to provide ample liquidity and 


suficient income. In the first place, 
provision must be made for cash to 
meet the legal requirements and to 
provide amply for the normal cash re- 
quirements, payrolls, etc. So much for 
the primary reserve. 


SECONDARY RESERVE 


Banking experience has shown that 
a minimum amount of primary re- 
serve, which represents a non-pro- 
ductive amount of cash or cash items, 
may be maintained provided the ef- 
fectiveness of the secondary reserve is 
made real. This may be accomplished 
by providing the proper proportions of 
secondary reserve assets in such readily 
liquid forms as call money, or short 
term bonds arranged scientifically in a 
rotating fund of maturities. Other 
types of assets having satisfactory 
liquidity, but relatively less profitable 
from the point of view of return, are 
commercial paper and bankers’ accep- 
tances. As changes in the country’s 
financial situation make one or the 
other of the preceding types of sec- 
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ondary reserve assets temporarily more 
profitable from the point of view of 
income, that particular type of asset 
should be emphasized in the secondary 
reserve. 

What the amount of this secondary 
reserve should be, will be determined 
by the nature of the bank’s depositors. 
Generally speaking, time deposits re- 
quire something less than one-third the 
amount of secondary reserve assets that 
are required by demand deposits and, 
in establishing the amount of secondary 
reserve assets proper for any given 
bank, the segregation of total deposits 
along these lines is necessary in order 
to provide an accurate gauge of the 
requirements. 

Ordinarily, the primary and _ sec- 
ondary reserves are for the purpose of 
meeting withdrawal requirements as 
they may occur. Consequently liquidity 
should be the primary consideration in 
their establishment and the profitability 
of these assets should be of secondary 
importance. However, secondary re- 
serve assets should be chosen of such 
types as are most productive where the 
effective liquidity remains unimpaired. 


PERMANENT INVESTMENT RESERVE 


After the withdrawal requirements 
of the bank have been provided for 
in the primary and secondary reserves, 
there remain investments to be made 
for the two-fold purpose of obtaining 
a higher income and realizing at the 
same time investment diversification be- 
yond the limits of the community 
which the bank is established to serve. 
This two-fold purpose is most 
effectively realized through investment 
in bonds. Safety of principle need not 
be jeopardized by the purchase of 
securities having less ready market- 
ability than is required for secondary 
reserve purposes. The present ab- 
normal conditions have caused corpora 
tion borrowers to attach conversion and 
warrant features to their senior financ- 
ing which in many cases provide ex- 
cellent opportunities for appreciation at 
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the same time that the fundamental 
principles of investment security are 
retained in the indentures. 


ACCOMMODATING LOCAL CUSTOMERS 


Such is an abbreviated discussion of 
the permanent investment reserve but, 
for a new bank beginning its opera- 
tions in a community, provision must 
be made for accommodating its local 
customers as they express their borrow- 
ing requirements in accordance with 
the survey made prior to the organiza- 
tion of the bank. Scientific manage- 
ment policies would provide a tem- 
porary loan and discount reserve in 
liquid assets similar in nature to the 
permanent secondary reserve. The 
function of this loan and discount re- 
serve is a temporary employment of 
funds in income producing assets pend- 
ing their use to meet the borrowing 
requirements of the bank’s customers 
and, therefore, it is necessary that these 
assets be liquid. 

To recapitulate, the funds available 
to the management of a new bank 
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should be invested in four general re- 
serves as follows: 


1. Primary reserve. 

2. Permanent secondary reserve. 

3. Permanent investment reserve. 

4. Temporary loan and discount 
reserve. 


The relative sizes of these respective 
reserves are dependent upon the condi- 
tions peculiar to the community in 
which the new bank is beginning to 
operate and upon whether the de- 
positors create an. emphasis upon de- 
mand deposits or time deposits. 

The soundness of the foregoing 
principles of investment affecting the 
funds of a newly organized bank has 
been demonstrated in the experience 
of many banks now operating, which 
have survived the exigencies that have 
caused the increasing bank mortality 
rate. By effecting sound and scientific 
investment policies, a newly organized 
bank can insure its continuing success 
in a community where its presence is 
justified by the need for the banking 
facilities which it has to offer. 


Boston Bank Stocks Show Great Increase 
in Value 


INE representative Boston bank 
stocks have increased more than 


two and a half times in market 
value in ten years and an investment of 
$29,200 on September 10, 1919, plus 
$34,952 paid to take up subscription 
rights today is worth $168,910, not in- 
cluding cash dividends of $21,876, ac- 
cording to an analysis by Hornblower 
& Weeks. 

The market value of ten shares of 
each of the nine bank stocks ten years 
ago plus the cost of exercising of sub- 
scription rights in the period increased 
the original investment to $64,152. 


Cash dividends of $21,876, plus present 
market value of $168,910, gives an ag’ 
gregate value of $190,786 and a total 
net profit, including both appreciation 
and income, of $126,634. Through 
capital increase and par value reduc 
tions the original block of ninety shares 
aggregates 945 shares. 

The analysis is based upon the First 
National Bank of Boston, Old Colony, 
National Shawmut, Atlantic National, 
United States Trust, Beacon Trust, Nav 
tional Rockland, Merchants National 
and American Trust. 





Investment Trusts— Large vs. Small 


A Timely and Impartial Survey of Relative Advantages and Dis- 
advantages of Large and Small Investment Trusts 
Based on Their Past Records 


By WALTER N. Durst 
Of Steelman & Birkins, New York 


ITH the formation, during the 

\ x / last year, of a number of large 

investment trusts or invest- 
ment companies, and the growth of 
older organizations into companies of 
large size, the purchaser of investment 
trust securities is confronted with a new 
problem—that of the small versus the 
large trust. A number of these new 
trusts have commanded large resources 
from the start. In addition to and in 
contrast with the forty trusts having 
assets of more than $10,000,000, the in- 
vestor finds an equal number with from 
$5,000,000: to $10,000,000, and a still 
greater number with resources of less 
than $5,000,000. The number of in- 
vestment companies and the wide vari- 
ance in their size makes a study of this 
problem of value to all interested—di- 
rectly or indirectly—in the investment 
trust movement. 

Without giving second thought to the 
problem, it would seem that the large 
companies should be the most success- 
ful. However, the law of diminishing 
returns appears to work as well in the 
field of investment management as in 
the field of agricultural economics. A 
few of the large investment companies 
have been very successful but many 
small companies have enjoyed greater 
success—in terms of earnings—than the 
large ones. And, over a period of 
time, success can only be measured in 
earnings, which are eventually  re- 
flected, through the nature of the cap- 
ital structure, in the price action of 
the company’s common, Class “A” and 
Class “B” stocks. Over a short period 
of time, the stock of the trust may ad- 
vance on the prestige and strength of 


the firm sponsoring the issue and cther 
intangible factors, but the abiding in- 
dices which determine the price of the 
company’s stock are earnings and the 
nature of the capital structure. 

Delving into the history of British 
and Scottish investment trusts, one finds 
that about £ 5,000,000 to £7,000,000, 
or approximately twenty-five to thirty- 
five million dollars, is the largest size to 
which these organizations have been 
permitted to grow. It is true that the 
several trusts in a group may have ag- 
gregate resources of two or three times 
this amount, but none of the groups 
have achieved the resources available in 
the case of several ‘American groups. 
Historical experience of these trusts 
thus appears to favor investment trusts 
of medium size. 


LARGE INVESTMENT TRUSTS 


In addition to the prestige which a 
concentrated accumulation of capital 
affords, the chief advantages of the 
large trust are the “connections” thus 
made available and the ability to obtain 
high-caliber investment talent. Such 
“connections” consist of advance in- 
formation as to future developments ob- 
tained from the officials of companies, 
contacts of many kinds, the ability to 
obtain participation in a syndicate at an 
attractive discount, and other conces- 
sions that may be made to large buyers. 
The contacts of the officers and direc- 
tors of the large trust are one of the 
chief advantages of its size. The se- 
curities of the large trust will usually 
have greater marketability than the se- 
curities of the smaller investment com- 
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pany. The large size of the company 
will result in improved credit standing 
and the ability to obtain capital at 
favorable rates. 

In contrast to these advantages, sev- 
eral disadvantages are apparent. The 
real work of selecting securities for pur- 
chase or sale may be done by a number 
of analysts of average investment in- 
telligence. The approval of purchase 
or sale may be accomplished through a 
few directors or officials. And, it will be 
impossible for these few men to keep 
in such close touch with all develop- 
ments that they can give a sound opin- 
ion on all situations presented. In 
most cases, they must rely on the men 
below. In other words, instead of the 
ideal of all or most of the directors de- 
voting their full time to the operations 
of the trust, we may find a limited few 
actively engaged in the business and 
the remainder added for banking con- 
nections or “window-dressing.” These 


latter may attend the meetings now and 


then but have not the time to devote 
themselves to the problems of the com- 
pany as they should or as they would 
like to—they have too many other in- 
terests. One index of the investment 
trust is applied brains and not adver- 
tised names. Larger resources introduce 
many factors of this type which may 
reduce earnings. 

As the large trust has comparatively 
heavy commitments in many securities, 
its investment policy is not easily 
changed. The smaller trust can sell 
more easily without affecting the market 
and can change its investment policy 
rapidly to conform to changing condi- 
tions. The large trust may have ad- 
vertised that it is following a certain 
general investment policy and this policy 
must be followed although new condi- 
tions have made a new investment 
policy desirable. 


SMALL INVESTMENT TRUSTS 


In contrast to the factors outlined in 
the preceding paragraphs, the directors 
and officials of the small trust concen- 
trate their entire investment knowledge 
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and business experience on the resources 
at their command. They may have a 
stronger sense of personal responsibility 
as their resources comprise a larger part 
of their own capital. They are striv- 
ing to get ahead and show results, 
which will increase these resources. It 
is not necessary to follow many diverse 
movements as they do not have the 
funds to invest in all of them. They 
are thus very close to the actual opera- 
tion of investing and reinvesting the 
resources available. 

If they desire to purchase a few 
bonds or several hundred shares of 
stock, their purchase will not send the 
price up, as might be the case with a 
larger purchase. If they have broad 
discretionary powers, they may engage 
in arbitrage operations, and such opera- 
tions are usually conducted in relatively 
small amounts. Being small, they are 
able to act quickly. The larger trust 
may have imposing offices and other 
high overhead expenses, but several of 
the most successful small trusts are lo- 
cated in out-of-the-way streets or in 
small offices in unpretentious buildings. 
The chief advantage of the small trust 
is the close personal attention concen- 
trated on the funds available, in con- 
trast to the more impersonal and less 
concentrated attention by officials and 
directors of the larger trust. 

The disadvantages of the small trust 
are those of not being widely known, 
in many cases, and of having a limited 
market for the securities of the com: 
pany, the disadvantages of somewhat 
limited resources, and the inability to 
command the services of men of higher 
than average investment intelligence, 
without paying larger salaries than 
earnings justify. Capital is more difh- 
cult to obtain ard) may cost more than 
it would in the case of the larger com- 
pany. Thé smaller trust may produce 
higher earnings than the larger, but the 
prestige of size or a well known name 
may more than counterbalance such high 
earning power and cause the stock of 
the smaller trust to bring a lower price 
in the market than that of the larger. 
During its early years the difficulties of 
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All figures given in the above chart are approximate, absolute figures being impos- 


sible to obtain. 
general trends. 


However, their scope is sufficiently wide to be indicative of the 
Earnings do not include unrealized appreciation. 


The 1929 reports 


are interim reports covering at least six months, chiefly those of January-June, 1929. 


Stock prices give effect to splits, stock dividends, etc. 


Large trusts use December 


31, 1927, as 100, small use December 31, 1928, as 100. Numbers in parantheses 
are number of cases available. 


the small trust are many, but the higher 
earning power which it should be able 
to develop ought eventually to lead to 
larger (but not too large) resources and 
to greater prestige. 


GROSS AVERAGE EARNINGS 


However, the investor is not, as a 
rule, deeply concerned with such gen- 
eralities as the above. He is interested 
primarily in security and earning power 
for his bonds, debentures, and pre- 
ferred or common stock, and these fac- 
tors are finally reflected in price ap- 
preciation of the latter. 


Earlier in the year* an analysis of the 
results for 1927 and 1928 was as fol- 
lows: Forty-seven companies reported 
earnings on the average resources avail- 
able of 13.76 per cent. in 1928, as com- 
pared to 11.745 per cent. in 1927 for 
twenty-six companies. The companies 
of $5,000,000 or less reported 10.69 
per cent. in 1927, 13.91 per cent. in 
1928; five to fifteen million dollars, 14.1 
per cent. in 1927, 14.96 per cent. in 
1928; fifteen to twenty-five million, 


*See THE BANKERS MaGaziNe, April, 
1929, pages 547-551. 
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10.74 per cent. and 11.38 per cent.; 
and $25,000,000 and upwards, 11.35 
per cent. in 1927 and 14.05 per cent. 
in 1928. The $5,000,000 to $15,000,- 
000 group fared the best. All these 
figures are approximate, being based on 
the most complete data available. 
Another survey of all the large com- 
panies, i. e., the forty having resources 
of more than $10,000,000, eliminating 
those recently formed, or the few con- 
cerning which detailed information was 
not available, gave the following re- 
sults: Earnings on the average resources 
of fourteen trusts (see the accompany- 
ing chart) were 11.2 per cent. in 1927, 
of twenty-three were 13 per cent. in 
1928 and of sixteen furnishing semi- 
annual reports were 14.3 per cent., on 
-an annual basis, for the 1929 interim 
report. Tihese interim reports cover at 
least six months and the majority cover 
the period, January to June. The two 
surveys duplicated in a number of cases. 
Selecting the most successful small 
trusts, chiefly those of $5,000,000 to 


$8,000,000, thirteen reported 13.8 per 
cent. in 1927, nineteen reported 18.7 
per cent. in 1928 and eleven interim re- 
ports for 1929 gave 19.9 per cent., the 


latter on an annual basis. Such figures 
would tend to indicate that the small 
trusts have the better of the argument 
in the acid test of earning power. 
These figures are only for trusts that 
have been in operation for at least two 
and a half years. Admittedly, if the 
results were compared for a_ short 
period they might not be as favorable. 
But the results determining the success 
of any investment trust are those over 
a period of time. It must be admitted 
that several large trusts which have 
been recently formed have not had time 
to prove themselves in the way of earn- 
ing power. And there are many small 
trusts which have a poor earning record. 
But the most successful small trusts are 
earning more than the general average 
of large ones. 

In 1928, the large group varied from 
as low as 8 per cent. to over 20 per 
cent.; in 1929 from 9 to 25 per cent. 
In 1928, the small group varied from 


8 per cent. to 36 per cent.; in 1929 
from 14 to 48 per cent. These interim 
reports covered but one-half year and 
the entire period was an ideal one to 
take profits on securities previously pur- 
chased, consequently these reports must 
be considered as of but passing interest. 

The application of this test of gross 
earnings on the average resources avail- 
able shows that several trusts which are 
ordinarily considered successful, when 
reduced to the basis of earnings on the 
average resources, and compared to the 
general average of such earnings, are 
below the average in earning power. 
In such cases they may have a very 
favorable capital structure to aid them 
and thus increase the earnings on the 
common, Class “A” and Class “B” 
stocks. 


PRICE ACTION 


An interesting test in comparing the 
small and large trusts is that of the 
price action of their stocks. Higher 
earnings are eventually the determining 
factor in price movements of the com- 
mon Class “A” and Class “B” stocks, 
with the question of capital structure 
as an important influence. Unfortu- 
nately, data in this regard are limited. 
The prices of earlier dates are difficult 
to obtain. However, the evidence avail- 
able can be considered. 

The average price of the fourteen 
large trusts was 54 in December, 1927. 
In December, 1928 (for twenty-three 
trusts), it was 67, and on October 1, 
1929, it was 84 (for twenty-three 
trusts). These averages allow for stock 
dividends, split-ups, etc. Expressed in 
percentages (see the accompanying 
chart) such prices would be 100 per 
cent. for December, 1927, 123 per cent. 
in December, 1928, and 156 per cent. 
in October, 1929. 

The weakness in this price data is 
that in regard to the small trusts. Illus 
trations of December, 1927, were too 
few to be of value. Using ten small 
trusts, an average of 40 for December, 
1928, and 62 for October, 1929, would 
give 100 per cent. in December, 1928, 
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and 154 per cent. in October, 1929. 
Without evidence being conclusive the 
selected small trusts have fared as well 
as to price appreciation as the large 
trusts. 

It may be generally assumed, there- 
fore, that as to earning power and price 
action, the selected small trusts have 
achieved better results than the general 
average of large trusts. The smaller 
trusts have greater earning power and 
the price appreciation corresponds 
closely. 


GENERAL FACTORS 


All factors considered, the investor 
may inquire carefully into the merits 
of small trusts. In the beginning they 
may be lacking in marketability. But 
this should eventually be remedied. 
The results noted above are those over 
a given period of time. ' But over such 
period of time the investor may have 
results in security and price apprecia- 
tion equal to or greater than those ob- 
tained through purchase of the stock of 
a large trust. 

During the current year many large 
trusts and investment companies have 
been organized, a number of them being 
very large at the time of formation. 
Several of these have greatly appreci- 
ated in price in a short time. But re- 
cently one of the largest declined over 
20 per cent. from its offering price 
within six weeks. Another large trust, 
after a speculative advance, declined to 
a price slightly above its offering price, 
and still another was off 15 per cent. 
from its offering price. The large 
trusts may have the blare of trumpets 
in the beginning but the investor is in- 
terested in lasting results and not wide 
immediate price appreciation followed 
by a decline to about or below the of- 
fering price. 


LONG-TERM OUTLOOK 


Over the long-term, the large trust 
has a number of advantages. The suc- 
cess of many trusts, large and small, 
has been built on the continued ascend- 
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ing nature of the stock market. Many 
of the smaller trusts have been more 
courageous than the larger in entering 
the market, and have consequently been 
able to produce the earnings mentioned 
previously. But the market may not 
always ascend and investment manage- 
ment may require a hedge between 
bonds and stocks. The creditor posi- 
tion of the United States may eventu- 
ally result in increased foreign borrow- 
ings in the New York market. Such 
borrowings may take place through the 
investment trust and the larger or- 
ganizations will be in a better position, 
through experts in their employ, foreign 
connections, branches, and subsidiaries, 
to take advantage of these opportuni- 
ties than the small trusts. Generally, 
the large trusts will have a decided ad- 
vantage in future foreign financing. 

Many so-called investment trusts are 
of considerable size. The future possi- 
bilities of the bank holding company, 
the holding investment company, the 
company interested in investment bank- 
ing, and other related forms, are out- 
side the scope of this article. A num- 
ber of organizations of these types have 
been formed this year. In their field, 
size is of considerable value. However, 
this discussion is limited to organiza- 
tions which invest and reinvest their 
resources in securities and are not con- 
cerned with control, minority or ma- 
jority, of a single company, much less 
control of several companies. 


GENERAL REVIEW 


The question of the small versus the 
large trust presents the following signifi- 
cant factors: The large trust has the ad- 
vantages of size and of being well known, 
which in turn give credit standing, 
and in most cases a favorable capital 
structure and greater marketability for 
the securities, in addition to future ad- 
vantages in connection with foreign 
loans. The disadvantages are less con- 
centrated investment management on 
the funds and, outside of a few cases, 
the inability to develop average earning 
power. 
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The small trusts have the advantage 
of very concentrated management on 
the funds available, being able to shift 
investment policy quickly, being able to 
take advantage of opportunities not 
available to the large trusts. There are 
more cases of higher earning power in 
the small group than in the large, al- 
though many small trusts are not high 
earners. The disadvantages of the small 
trust are those of being relatively un- 
known, of poorer marketability for the 
securities of the company, greater difh- 
culty in obtaining credit and capital and 
thus greater difficulty in setting up a 
favorable capital structure. 

Altogether, the story of the small 
trust is that of an uphill battle. There- 
fore, unless the investor is in close 
touch with and knows the investment 
ability of the managers of the small 
trust, he will generally achieve better 
results with the larger trust. However, 
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through first hand knowledge of such 
ability, seeing it demonstrated in earn- 
ings and price action, the investor may 
favor the smaller trust. The higher 
earnings of the smaller trusts should 
eventually result in market apprecia- 
tion and wider recognition. Greater 
discrimination is necessary in the case 
of the small trusts, but such discrimina- 
tion may prove profitable. 

However, in the field of investment 
management, size, or lack of it, is not 
the final criterion. Capital structure 
and earnings, especially the latter, de- 
serve closer attention than they have 
received, as they are the final arbiters 
of prices. Investors may well consider 
the question of earning power of any 
trust compared to the general average, 
as, over a period of time, earning power 
is the test of investment management, 
and investment management is the in- 
vestment trust. 


British Investment Companies Reversing 
Position 


studying the methods now em- 
ployed by American companies, 
thus to some extent reversing the posi- 
tion of earlier years, according to a 


B esse investment companies are 


statement by Leland Rex Robinson, 
president of Second International Se- 
curities Corporation, who has recently 
returned from London and Berlin. 
“The investment trust companies in 
England and Scotland,” Mr. Robinson 
states, “found their task a compara- 
tively simple one in earlier years. Ob- 
taining as a rule from two-thirds to 
four-fifths of their total capital as rela- 
tively low fixed costs, they have placed 
this for the most part in bonds and pre- 
ferred stocks giving good current yield. 
Moreover, they have attained safety 
through wide distribution of risk, and 
without that continuous item-by-item 
supervision which is essential for a 
policy of active trading. As compared 
with many American companies these 


British investment trusts make few 
changes from year to year in their se- 
curity holdings. 

“There is undoubtedly a_ tendency 
among these predecessors of the Amer- 
ican investment companies to follow the 
example set in the United States, and 
to depend less exclusively upon personal 
contacts and general information in su- 
pervising the investment funds. While 
American investment trusts, some of 
which have been stronger in their sta- 
tistical and research organizations and 
banking contacts, have been trying to 
make up any deficiencies in this respect, 
a number of the strong British com- 
panies have been rounding out their re- 
search and management organizations.” 

The reason for this, Mr. Robinson 
thinks, is the more important position 
taken by common stocks in even con’ 
servative investment portfolios, and the 
necessity for progressive investment 
companies to take account of this chang: 
ing emphasis. 
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Olive Street, St. Louis. This is the ninth of a series of etchings by Anton 
Schutz, one of which is being reproduced in THE BANKERS MAGAZINE each 
month during the year. 





Uhiting two hemispheres 


A’ your command, the 
at the transatlantic section 
of the great switchboards in 
New York City will connect 


long distance operators 


any telephone in the Bell 
System to any telephone in 
Great Britain or to any one 

of 5,500,000 others in the 
principal countries of conti- 
nental Europe. The use of 
transatlantic telephone facil- 

ities is increasing and rapidly 
bringing additional centers within 
the telephone horizon. 


Back of the securities of the 
American Telephone and Telegraph 
Company is a total plant invest- 
ment of more than $3,500,000,000. 
More than 60,000,000 messages a 
day are sent over Bell System wires. 
There are more than 19,900,000 


Bell owned and connected tele- 


phones in this country which are 
increasing at the rate of more than 
800,000 a year. A far-sighted man- 
agement carries on extensive re- 
search work, plans future expansion, 
and at the same time maintains 
regular dividends. 


May we send you a copy 
of our booklet, 
“Some Financial Facts’’? 


BELL TELEPHONE 
SECURITIES CO.,, Jue. 


195 Broadway 


New York City 





Problems in Bank Credit 


By M. E. RoBERTSON 


THE BANKERS MaGazZINE has secured the services of a capable credit man to 


answer the inquiries of readers on current problems of the credit manager. 


Questions 


of general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazine, 71-73 Murray Street, New York. 


UESTION: We have had accounts 
Q of several local automobile dealers 
and have loaned them upon a note 
equal to 75 per cent. of the value of 
a car, to which note is attached a bill 
of sale for the car. Do you feel that 


we are safe in loaning upon such a 


basis? 
opinion, 
made? 


If you do not, then in your 
how should such loans be 
cj. & &. 


ANSWER: This method of loaning 
has never particularly appealed to the 
writer. We have previously discussed 
in this column loans to automobile 
dealers and in summary our opinion 
was as follows: ‘ 

(a) We were not inclined to regard 
favorably loans secured by bills of 
sale, even though such loans were not 
for the full value of the car, because 
of uncertainties of this type of col- 
lateral. It would be difficult to check 
the car and it is perfectly possible for 
the dealer to write another bill of sale 
and actually dispose of the car. It is 
similar to the release of goods under 
a specific form of trust receipt and 
moral risk is everything because we 
assume, in your taking collateral, that 
capital is probably limited. 

(b) We did not regard as a good 
bank credit risk, upon a straight note 
hasis, the dealer who borrowed from 
a finance company upon the wholesale 


plan and then put his retail paper 
through a finance company. 

(c) We were of the opinion that 
the only automobile dealers warranted 
in borrowing from a bank were those 
who did not use the wholesale finance 
plan but those who owned their cars 
outright and, as honesty and moral 
risk was everything, unless independent 
warehouse receipts were given, a 
moderate line on single name was rea- 
sonable procedure. 


QUESTION: We are located in a 
moderate sized city and several small 
loan companies maintain branches here. 
They make loans to individuals up to 
$300 secured by chattel mortgages and 
outside indorsements. They keep good 
accounts with us generally and oc- 
casionally ask us for loans upon their 
own note. How are such risks gen- 


erally regarded? Ss. C. J. 
ANSWER: Most bankers which we 


have met have been inclined to frown 
upon such loans. Some of these com- 
panies borrow from time to time until 
they are able to market securities of 
their company. When in funds from 
the sale of securities they retire bank 
indebtedness. Others have little intent 
to retire such debts within a short time 
and can do so only by curtailing their 
operations. The officers of such com- 
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A word of 
appreciation after 
three years service 
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N October 14, 1929 Interstate 

Trust Company completed its 

third year in business. Its record 

proves it to be one of the fastest 

a: growing institutions in the history 
of banking. The actual figures are extremely interesting: 


October 14, 1926 Seplember 27, 1929 
Bank Call figures 


Resources $3,900,000 $86,652,597.30 


Although far larger and stronger today with twelve conveniently 
located offices, the Interstate is still a bank of personal contact 
where the highest traditions of service are strictly maintained.We 
wish to take this opportunity to thank our customers, whose 
confidence and cooperation have made our growth possible. 


We will be pleased to send our latest statement upon request 


INTERSTATE 


TRUST COMPANY 


George S. Silzer, Chairman George L. LeBlanc, President 
37 WALL STREET, NEW YORK 


Member Federal Reserve System Capital and Surplus over $10,000,000 
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panies argue for the liquidity of this 
paper, telling of the constant income 
from repayment of loans and that in 
order to repay the banks it is only 
necessary not to reloan for a brief 
period. It is essentially a question of 
management as to the success or failure 
of the company. 


QUESTION: One of the insurance 
brokers in our community has arranged 
a system for time payment of insurance 
premiums. This system is in the na- 
ture of a contract to which are at- 
tached twelve notes covering twelve 
monthly payments over the life of the 
insurance. The down payment is suf- 


ficient to take care of any loss due to 
cancellation of policy betore all notes 
are paid. They desire to borrow from 
us on these contracts. 
opinion of such paper? 


What is your 
R. E. M. 


ANSWER: This seems to come 
somewhat within the same class as 
automobile paper or other instalment 
sales paper covered by a conditional 
bill of sale. It would appear to have 
certain advantages over some other 
finance paper, however, in that in the 
event of default on notes there would 
be no repossession and then difficulty 
to redispose of the article. It would 
appear in the instance you mention that 
there would merely be a straight can- 
cellation with the insurance company 
which would eliminate contingent 
liability of the agent or borrower. Of 
course, if the agent was lax in can- 
cellation another circumstance would 
exist. Due to the time the paper has 
to-run it would not appear to be the 
most attractive sort of paper for a bank 
to carry in its portfolio. The other 
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elements of credit would naturally, 
have to be considered in the accepting 
or declining of such loans. 


QUESTION: I have read with in- 
terest this and other columns of THE 
BANKERS MAGazINE. I would like to 
ask as to the percentage that working 
capital normally should be of net 


worth. Ed. B. 


ANSWER: As you are probably 
aware this percentage varies with each 
line of business. The amount of work- 
ing capital required for the conduct 
of a business is dependent upon certain 
factors peculiar to that business. The 
terms of purchase and sale influence 
working capital. A concern buying on 
terms and selling for cash will nat- 
urally require less working capital 
than a concern buying for cash and 
selling on terms. The extent to which 
the seasonal phase enters into the busi- 
ness has a bearing upon working capi- 
tal. If the period of manufacture and 
fabrication of the product is one of 
considerable length it is obvious that 
more working capital is essential than 
in a line of endeavor where turnover 
is rapid. Of course, time required for 
the transportation of materials pur- 
chased in the raw material market and 
time required for transportation of the 
finished product has a bearing on work- 
ing capital, i. e., the location of plant 
to raw materials market and sales mar- 
ket. A concern can, of course, reduce 
the amount of working capital which 
owners must furnish by means of its 
borrowing ability. Discounting of 
customers’ paper or sale of receivables 
most naturally effects the amount of 
working capital which owners must 
supply. 











What Proportion of 
A Bank’s Assets Should be 


Invested in Bonds? 


Should this proportion depend on: 
The amount of its surplus funds? 
The amount of its loans and discounts? 
The amount of its deposits? 
A predetermined proportion of the 
total resources ? 


These and other simi- 
lar questions are discussed 
in a brochure prepared 

pens by our own economist, 
lee Dr. Paul M. Atkins, en- 
nf ons EZ titled: Bank Secondary 
| Reserves and Investments. 
Weshall be gladtosendany 
bank a copy upon request. 


Ames, Emerich & Co., Inc. 


5 Nassau Street, New York 


Chicago Milwaukee St. Louis 
Philadelphia Los Angeles San Francisco 











Investment, Finance and Industry 


A Monthly Survey of Current Developments Affecting the Bank 
Investment Market 


Prepared exclusively for THE BANKERS MAGAZINE 


By PauL WILLARD GARRETT 
Financial Editor of the New York Evening Post 


NOVEMBER, 1929 


curities markets has been working 
itself into the country’s thought 
since Labor Day. 


pert psychology toward the se- 


It lays the basis for 
a shift in sentiment from stocks to 
bonds. From the wreckages of a mar- 
ket collapse is evolving a sobriety of 
judgment in the discrimination of values 
that was not before present. 

Instead of the bidding for issues re- 
gardless of substance that had kept the 
bull market going in so many stocks 
buying is restricted more to particular 
bargains. The market last month ran 
into a period of unmistakable security 
indigestion. ‘The overdose was not in 
bonds as it was in the summer of 1927, 
but in stocks. Up to earlier in the 
year the public took with avidity al- 
most any kind of an offering so long as 
it was stock. Later its love turned to 
investment trusts, or to anything that 
went by the name. Like good merchan- 
disers the bankers pushed to the limit 
the sale of investment trust or finance 
company issues during the summer and 
early September. Of new emissions the 
public finally got its fill, With the 
hunger for stocks satisfied unfavorable 
news received increased attention. Sell- 
ing in the six weeks following Labor 
Day gathered momentum. It produced 
the most important wave of liquidation 
since the 1907 panic. 

While the September-October decline 
in stocks was touched off somewhat like 
the major setbacks of March, 1929, De- 
cember, 1928, June, 1928, and March, 
1926, it differed in one fundamental 
respect. Every setback to date in the 
Coolidge-Mellon-Hoover bull market 
has come after an extension of unhealthy 
conJitions within the market itself 


usually in the form of loan expansion. 
No break in history has been preceded 
by a greater expansion in brokers’ loans 
than that this fall but other considera- 
tions worried the market as prices fell 
even more than the rapid expansion in 
brokers’ loans. In these newer and per- 
haps more fundamental developments is 
the explanation for the changed psy- 
chology that this autumn has brought in 
the security markets. It explains why 
stocks for the first time in more than a 
year have lost in popularity to bonds. 


MODERATE BUSINESS RECESSION 


With the advent of September signs 
began to multiply of a moderate reces- 
sion in business. At first it was thought 
that this recession was nothing more 
than a relaxation in the rate of busi- 
ness expansion. Even now the condi- 
tions that usually usher in a period of 
industrial depression are conspicuously 
absent. But it cannot be denied that 
the stimulation given to the market be- 
fore through the accelerating momentum 
in the rate of business expansion has 
been taken away. Even though the de- 
cline in business does not go far the 
market recognizes that the basis for a 
blind multiplication in security values 
based on future prospects is not what 
it seemed three months ago. 

Standard Statistics’ index of indus- 
trial production in September fell to 
130.7. Normally the September level 
of activity runs lower than that in Au- 
gust but the drop from an August rate 
of 136.2 nevertheless warned the com- 
munity that the charm of monthly in- 
creases irrespective of season was broken. 
Even at 130.7 the index stands, of course, 
ten points higher than a year ago. 
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Prosperity in the last three years has 
been built on growth in the automobile, 
building and steel industries. As it 
happens these key groups are the ones 
that recently have given way slightly. 
While the index on steel production for 
September at 140.9 is higher than the 
130 level of a year ago it compares with 
144.5 in August. Motor production, on 
the other hand, in September fell to 
167.9 which not only is lower than the 
217.8 rate in August but lower even 
than a year ago. Textile production 
rose in September both over August and 
over corresponding 1928 levels. Boot 
and shoe production increased from the 
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level of a year ago. Cement production 
fell. Activity in the chemical industry 
was accelerated. In these comparisons 
with a year ago it must be borne in 
mind, of course, that from now on 1929 
production figures will be at a disadvan- 
tage. Industry in 1928 moved from a 
low to a high level. Consequently no- 
body can expect the same rate of im- 
provement over 1928 that was wit- 
nessed in early 1929. 


PRESENT SITUATION OF BONDS 


While these signs of a slackened pace 
in the rate of production carry no evi: 


MILLIONS of DOLLARS 


INVESTMENTS 


ALL REPORTING MEMBER BANKS 


MEMBER BaNKs LIQUIDATING THEIR INVESTMENTS 
Ever since the beginning of this year the reporting member banks of the Reserve 
System have been liquidating their investment portfolios as a means of offsetting 
increases in the loan demands made upon them. With the recent signs of a change 
in money rates some observers believe that the time is not far off when the banks 


will begin once more to buy bonds. 


Whether they do or not depends, of course, 


on the future of the stock market and its willingness to release credit. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 


Harris, Forbes & Co., Ltd. 
Montreal 


dence of an approaching business de- 
pression they serve to emphasize forcibly 
the advantages now of a portfolio built 
from bonds over one filled with stocks 
of doubtful merit. As recently as early 
1928 bonds and stocks were selling on 
precisely the same yield basis. The ris- 
ing stock market and declining bond 
market has widened the disparity be- 
tween stock and bond yields enormously. 
An increasing number of the country’s 
shrewdest market judges and even some 
investment trusts recently have been 
turning from the stock market to the 
bond market. This switch in sentiment 
reflects partly an uncertain attitude 
toward stocks and partly the belief that 
bonds will not remain much longer 
around the panic levels of 1907 where 
they now sell. 

Flotation last week of a straight bond 
issue was significant, for in the last year 
to sell interest-bearing obligations houses 
of issue had been obliged to sweeten 
their offerings through convertible or 
Warrant features. That investors once 
more are willing to take a bond issue 
purely for the investment opportunity 


Harris Trust and Savings Bank 
Bond Department 
Chicago 
Harris, Forbes & Co., Ltd. 


London 


it presents is an indication of a changed 
attitude in the market. 

A question asked at the recent In- 
vestment Bankers Association meeting 
in Quebec and answered strongly in the 
afirmative was “Will the bond market 
come back?” A report on this general 
subject at the convention said in part 
that the bond market should again be- 
come popular when stock market profits 
cease to encourage speculation. “It is 
the history of other creditor nations,” 
according to the report, “that conserva- 
tive securities have usually sold to yield 
a lower return than did our American 
investments when we were a debtor na- 
tion. We can, therefore, expect that 
vestment return from our best stocks 
will ultimately be lower than before 
the war. 

“Added to this, our efficiency and the 
promising growth of business, especially 
in public utilities, should give these 
stocks greater prospect of profitable 
growth than has been true in the case 
of foreign nations in the past. 

“In a word, we believe in the con- 
tinuing prosperity of this country. 
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500 Profit-Sharing 
Securities — described 


for banks and institutions 


ONDS and preferred stocks with con- 
version privileges or purchase warrants 
attached are popular with banks and other 
institutions which find in such securities the 
only practicable way of participating in com- 
mon stock profits. We have published a 
Handbook of Profit-Sharing Securities, giv- 
ing concise descriptions of about 500 issues, 
with price records. Bankers will find this in- 
formation useful and valuable. A copy will 
be sent on request. 


G.L.OHRSTROM & Co. 


INCORPORATED 


Forty-Four Wall Street, New York 


Offices in principal cities 


S$ 
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Country's INDEX OF PRODUCTION SHOWS RECESSION 


After moving forward at an accelerated rate since the end of 1927 the Standard 
Statistics Company index of industrial production last month gave evidence of a 


recession in business. 


While the level of industrial activity remains high above 


that for a year ago it nevertheless has fallen below the recent peak levels. 


However, the increase in prices of our 


equities seems bound to slow down. 
Perhaps we have already overpriced 
some of them. Common stocks would 
seem destined to be accepted and ap- 
proved as a much more important form 
of investment than before the war. In 
shaping our business policies we should 
recognize this fact. 

“Income remains and will always re- 
main essential to the investor. We feel 
confident, therefore, that fixed rate se- 
curities, particularly bonds, will again 
become popular and will sell to yield 


lower income than at the present time. - 


Thi: is not likely to happen as long as 
stocx market profits encourage specula- 


tion, nor until interest rates are more 
normal. 

“We recognize that there is no rea- 
son to suppose that the cost of credit 
will be materially less in the immediate 
future. 

“We think it advisable for our mem- 
bers to bear in mind that consolidations 
will make competition, especially in dis- 
tribution, keener than heretofore. 

“We also think that the return of de- 
mand for fixed-rate securities is sufh- 
ciently certain to justify our members 
in keeping their selling organizations in 
such shape as to enable them to handle 
this business when it comes.” 

In this connection it must be noted 





A NATIONAL CITY 
MAN CAN HELP YOU 


---When you want 
the facts 
behind securities 


One of your greatest needs when making new 
investments or reviewing present ones is con- 
tact with an investment house which is able 
and willing to give you the facts. One purpose 
of The National City Company’s branch 
office system is to provide such information 
to banks quickly. All you need do is telephone 
our office nearest you. If the information you 
wish is not in our branch office files, one of 
our experienced men will endeavor to get it 
for you through headquarters or other 
sources. We have over 11,000 miles of 
private wire ready to be used in your behalf. 


The National City Company 
National City Bank Building, New York 
a a a a 
BONDS + SHORT TERM NOTES + ACCEPTANCES 





KIDDER, PEABODY & CO. 


: FOUNDED IN 1865 
ROSTON 


PROVIDENCE 


NEW YORK 
NEWARK 


Government Bonds 


Investment Securities 


Foreign Exchange 


Letters of Credit 


‘We issue confirmed Circular and Commercial Letters of Credit 

in on BARING BROTHERS & CO., Ltd., LONDON, and their 

correspondents throughout the world; also Letters of Credit 
in $ on 


THE KIDDER PEABODY ACCEPTANGE CORPORATION 
BOSTON or NEW YORK 


that once a real demand for bonds de- 
velops the market is likely to find that 
the available supply has been substan- 
tially reduced. Not only has the Gov- 
ernment in recent years been retiring 
its own issues but corporations on ‘a 
large scale have refunded their bond ob- 
ligations through stock flotations. Con- 
sequently whereas in the last two years 
the country has witnessed an enormous 
expansion in the flotation of stocks of 
various descriptions the flow of bond 
issues has been at ebb tide. 


MEMBER BANKS MAY AGAIN BUY BONDS 


It is conceivable even that the mem- 
ber banks of the Reserve instead of sell- 
ers may once more become buyers of 
bonds. In the last year the investment 
portfolio of the Reserve System’s mem- 
ber banks has been reduced by $468,- 
000.000 through the sale of bonds as 
an offset to the expansion in loans. 

Normally the approach of Novem- 
ber ushers in a period of maximum 


stress in money for it is then that the 
seasonal demands for funds to move the 
crops become heaviest. Instead of the 
usual seasonal tightness October this 
year brought ease as a result of liquida- 
tion in the stock market and the lessened 
demand for funds in that quarter. 
While the Federal Reserve has given 
no sign in its open market operations of 
a reversal in policy the Reserve is in an 
unusually strong statistical position. 
Now that the speculative fever in the 
stock market has been effectively checked 
the Reserve doubtless will consider seri- 
ously the advisability of a shift in its 
money program. Up to the present 
time there has been no necessity for 
ction of this kind since business had 
remained on a high level of activity. 
Evidence is multiplying of receding 
tendencies in industry and the Reserve 
is likely to look on the situation as one 
demanding aid. With the stock market 
in a more sober frame of mind the Re- 
serve will not need so.much to fear 
action of this kind as it would were the 
market in a different frame of mind. 
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eAn Income 
of 6.1 5%... and Valuable 


Stock Purchase Warrants 


The Great Northwest is still a land of opportunity. 
Abundant natural resources, excellent climate and 
more than ample rail and water facilities are bringing 
an increasing number of diversified industries to this 
region and the adjacent Canadian territory. 


NORTH AMERICAN GAS AND ELECTRIC 
COMPANY controls subsidiaries serving a popula- 
tion of over 260,000 in the state of Washington and 
the southern part of the Province of Saskatchewan, 
Canada. It renders electric light and power, manufac- 
tured gas, and water service. 

The 6% Debentures of this company constitute its 
only funded debt. The total funded debt of the com- 
pany and its subsidiaries, including this issue, aggre- 
gates less than 52% of the property valuation. 

Earnings are more than 3 times annual interest require- 
ments. At present market prices these Debentures yield 
about 6.15%. 

Moreover, these Debentures carry stock purchase 
warrants which give the holder attractive rights to 
purchase the Common Stock of the Company. 

Requests for further information will be promptly 


answered. 
Ask for Circular BC-11 


AC.ALLYN*» COMPANY 


INCORPORATED 
Investment Securities 
67 West Monroe Street, Chicago 


NEW YORK BOSTON PHILADELPHIA DETROIT 
MILWAUKEE ST.LOUIS MINNEAPOLIS SAN FRANCISCO 





International Securities 
Corporation of America 


Second International 
Securities Corporation 


United States & British 
International Company, Ltd. 


American & General 
Securities Corporation 


These general management investment companies receive 
investment supervision from AMERICAN FOUNDERS 
CORPORATION, 50 Pine Street, New York. The com- 
bined resources of the four investment companies and 
American Founders Corporation exceed $200,000,000. 





RESERVE’S ATTITUDE TOWARD EASY 
MONEY 


Whether the Reserve actually in- 
augurates an easy money program or 
not at this time will depend partly on 
its view of the recent market slump and 
how in its opinion the general good 
would be served by a change in policy. 
While the steady decline in prices for 
about six weeks following Labor Day 
carried the index down from a record 
high of 253.5 to a low of 220.4 at the 
close of business on October 21, the re- 
cession did no more than restore to the 
market the price levels of July 1. In 
the number of points lost—the index 
fell 33.1 points—the decline was the 
most serious in the entire period of the 
Coolidge-Mellon-Hoover bull market 
but the market had moved to such a 
high level previous to the decline that 
the loss represented only 13 per cent. 
That is a somewhat greater loss than 
was suffered in December, 1928, and 
in June, 1928, but it is not as large a 
loss proportionately as was suffered in 


March, 1926. Specifically it compares 
with a 9.7 per cent. decline in the De- 
cember, 1928, break, with a 10.3 per 
cent. in June, 1928, and with a 15.1 
per cent. in March, 1926. In other 
words, it is conceivable that the Re- 
serve will feel that the decline in the 
stock market reflects an internal top- 
heavy condition rather than a conclusive 
turn downward in business, and that 
instead of the beginnings of a bear mar- 
ket based on prospects for a business 
recession it was but another major set- 
back such as has been witnessed several 
times in the last few years. 

From the standpoint of world condi- 
tions the arguments are in favor of a 
reversal in money policy here but in 
Federal Reserve quarters the internal 
economic situation weighs more heavily 
than considerations primarily foreign. 
‘And then it must be confessed that the 
recent increase in the British bank rate 
has pretty effectively checked the loss 
of metal from Great Britain and that 
the need for action is not so pressing 
now as it was. 
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‘Atlantic and Pacific 
International Corporation 


Common Stock “A” 


yo cannot be definitely itemized in a bal- 


ance sheet, but it is nevertheless reflected very definitely 


in net earnings of any Corporation. 


Atlantic and Pacific 


International Corporation earned on the average number of 
Class A Common shares outstanding during the 12'4 months 
ended June 30, 1929, in excess of $4 per share. 


Complete circular on request 


ATLANTIC AND PACIFIC 
INTERNATIONAL CORPORATION 


“AN INVESTMENT TRUST INTERNATIONAL IN SCOPE” 


68 William Street, New York, N. Y. 


MONEY RATES AND MARKET 
PERFORMANCE 


In all considerations of money rates 
and Reserve policy the performance of 
the stock market is of real importance. 
‘And the authorities differ in their views 
of the recent decline. Even so well known 
an authority as Professor Irving Fisher 
in commenting on the recent market de- 
cline says in part: “In my opinion cur- 
rent predictions of heavy reaction affect- 
ing the general level of securities find 
little if any foundation in fact. 

“Let us take the month of August, 
1929, when the price level of stocks had 
reached its record top of 200. The 
price level was 145 in August of the 
preceding year. Yet in August, 1929, 
common stocks, as computed by the 
Standard Statistics Corporation, were 
selling at only thirteen times the total 
earnings, as compared with fourteen 
times the total earnings in August of 
the preceding year. 

“In other words, while the index of 
prices of representative stocks has risen 
very rapidly during the last year, it has 
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risen more slowly than the rate of total 
earnings, comprising those earnings dis 
tributed in dividends and those retained 
for plowing back into the industry. It 
is this factor of the increased rate of 
total earnings that should be emphasized 
in any appraisal of the present stock 
market. 


HIGH MARKET SOUNDLY BASED 


‘Now in my judgment, the high stock 
market is soundly based on_ several 
factors. Taking it as a whole, the in- 
crease of the price level of stocks during 
1929, 1928 and the preceding years 
back to 1923 has reflected gains in the 
speed of profits. 

“During the last six years there have 
been pronounced changes in the tempo 
of production and trade, due to the vast 
increment of scientific research and ap’ 
plication of inventions. Virtually every 
line of manufacture witnesses daily 
technical development that results in a 
greater total of products, at reduced 
costs, greater profits and lower prices to 
consumers. These gains are continuing 
into the future.” 
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A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson BraDy 
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INSURANCE TRUST NOT SUB- 
JECT TO INHERITANCE TAX 


Matter of Adolph Haedrich, Deceased, 
New York Surrogate’s Court, Kings 
County, September 14, 1929 


iE proceeds of policies of life 


insurance, which form the subject 

of a life insurance trust, are not 
subject to an inheritance tax under sec- 
tion 220 of the New York Tax Law 
even though the trust agreement pro- 
vides that it may be altered or revoked 
by the donor at any time during his 
life. 

The facts in this case, which is one 
of the highest importance, show that 
Mr. Haedrich, the decedent, entered into 
a trust agreement with the Brooklyn 
Trust Company as trustee on June 20, 
1923. Pursuant to this agreement the 
decedent deposited with the trust com- 
pany securities having a market value 
of $22,135. The agreement conferred 
upon the trust company powers of re- 
investment and provided that the pro- 
ceeds should be used first for the pay- 
ment of the premiums on four specified 
policies of insurance on the life of the 
donor, which policies were transferred 
to the trust company by the agreement. 
The surplus was to be paid to the donor 
during his lifetime and after his death 
It was provided that the income should 
be paid in specified proportions to the 
donor’s wife and two daughters during 
their lifetimes, with remainders over. 

The agreement further provided that 
the donor could deposit additional securi- 
ties or insurance policies with the trust 
company subject to the provisions of the 
trust and that the agreement should be 
subject to revocation or alteration by 
the donor. At the time of the donor's 


death, which occurred on February 3, 
1928, one of the four policies mentioned 
in the agreement had been withdrawn 
and nine new ones had been added. 
The total face value of all the policies 
was $74,500. 

It was conceded by the attorneys for 
the beneficiaries of the trust that the 
securities deposited with the trust com- 
pany by the donor were subject to an 
inheritance tax. They contended, how- 
ever, that the proceeds of the insurance 
policies were not subject to such a tax. 
On this point the State Tax Commission 
took the opposite stand. The Commis- 
sion contended that, since the trust 
agreement reserved in the donor the 
power to alter or revoke the agreement, 
the gifts provided for were made in 
contemplation of death and were taxable 
under section 220 of the New York Tax 
Law. 

Section 220 of the Tax Law, in so 
far as it is material to this decision, read 
as follows at the time of the donor’s 
death: A tax shall be and is hereby 
imposed upon the transfer of any prop- 
erty, real or personal, or of any interest 
therein or income therefrom in trust 
or otherwise, to persons or corporations 
in the following cases, subject to the 
exemptions and limitations hereinafter 
prescribed: 1. When the transfer is 
by will or by the intestate laws of this 
state from any person dying seized or 
possessed thereof while a resident of 
the state. When the transfer is made 
by deed, grant, bargain, sale or gift 
made in contemplation of death of the 
grantor .. . or intended to take effect 
in possession or enjoyment at or after 
such death, or where any change in the 
use. or enjoyment of property included 
in such transfer, or the income thereof, 
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may occur in the lifetime of the grantor 
. . . by reason of any power reserved 
to or conferred upon the grantor .. . 
either solely or in conjunction with any 
person or persons to alter, or to amend, 
or to revoke any transfer, or any por- 
tion remaining at the time of the death 
of the grantor . . ., thus subject to alter- 
ation, amendment or revocation. .. .” 

It has long been established that a 
policy of life insurance payable to a 
named individual constitutes no part of 
the estate of the insured person and is 
not subject to an inheritance tax. On 
the other hand the proceeds of a policy 
payable to the insured’s estate or to 
his executors is taxable. The question 
here presented was whether the status 
of non-taxability of the proceeds of the 
policies was altered by reason of the 
fact that the trust company took the 
proceeds as trustee for the donor’s wife 
and daughtérs and not in its own right. 


OPINION OF THE COURT (IN PART) 


WINGATE, J.—The entire subject 
of insurance is sui generis and occupies 
a somewhat anomalous position in the 


law. In ultimate essence a contract of 
insurance is a gambling transaction by 
which the insured, in so-called straight 
life insurance, wagers the substantially 
free use of the annual payments or in- 
stalments of a certain principal sum 
against the such total sum, payable to 
a designated third party, that he will 
die before he has paid enough of such 
instalments to equal the principal sum. 
Such contracts have from the time of 
the statute 14 George III, chapter 8 
been upheld on grounds of public policy, 
since in the vast majority of cases they 
are made for the benefit of dependents 
of the assured, and thus tend to fore- 
stall the possibilities of such dependents 
becoming public charges, as might other- 
wise be the case. It may therefore be 
said that such transactions in a very 
real sense charged with a public interest, 
which has no doubt been an extremely 
potent underlying influence in inducing 
courts and legislatures to continue the 
favored position which life insurance 
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policies for specified beneficiaries have 
continuously occupied. 

The limit of the reason for such popu- 
lar approval has coincided with the limit- 
ation of their exemption from taxation, 
and consequently where the insured has 
made the policy payable to his executors 
and administrators without qualification, 
thus in effect dedicating the proceeds 
primarily to the payment of his creditors, 
they have been held subject to transfer 
tax, as we have seen. It is believed, 
however, that the fundamental reason 
for taxability in such cases is the fact 
that the proceeds of the transaction are 
beyond the protecting shield of public 
policy, and not, as stated in certain cases, 
because they pass under the will or the 
intestate laws of the state, since the 
latter is not the case in any true sense. 
The right to receive the money on the 
insurance in any such case does not 
pass by will or intestate laws. The right 
accrues to individuals who answer a cer- 
tain description specified in the contract, 
but it is not a right which the decedent 
ever possessed and it is fundamental that 
non dat qui non habet. The correctness 
of this view seems amply supported by 
the result in the Van Dermoor case 
(supra), in which proceeds of a policy 
were held not taxable where they were 
made payable “to the said assured, his 
executors, administrators or assigns . . . 
for the benefit of his widow, if any.” 

On this theory it must follow that in 
any case the primary test of taxability 
of proceeds will be whether they are 
dedicated to the use of individuals to- 
ward whom the insured owed some 
especial duty, and if this requirement 
be satisfied the courts will so far as 
possible give effect to the dictates of 
this fundamental public policy, and will 
not seek to draw nice distinctions as to 
the extent of the assured’s moral or 
legal obligations to those ultimately 
benefited, nor as to the conduit through 
which such benefit is to pass. The fore- 
going is not intended to convey the im- 
pression that it is beyond the power of 
the Legislature to effect a change in the 
law so as to make taxable the proceeds 
of insurance policies payable to speci- 
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fied beneficiaries. It is, however, the 
opinion of this court that in view of 
the long established public policy con- 
nected with such matters no presumption 
exists that the Legislature intends to 
disturb this well settled law and policy, 
and any change in enactment must be 
quite clear and explicit to be construed 
as effecting such a result. 


LIABILITY OF NATIONAL BANK 
STOCKHOLDERS FOR DEBTS 
OF BANK 


Anderson v. Cronkleton, United States 
Circuit Court of Appeals, 34 Fed. 
Rep. (2d) 170. 


The National Bank Act (section 
5151, U. S. Revised Statutes, 12 U. S. 
Code Annotated section 64) provides 
as follows: “The stockholders ot every 
national banking association shall be 
held individually responsible for all con- 
tracts, debts, and engagements of such 
association, each to the amount of his 
stock therein, at the par value thereof 
in addition to the amount invested in 
such stock.” 

Under this statute it was held in this 
case that one who owns stock in a 
national bank, at the time of its failure, 
is liable for an assessment equal to the 
par value of the stock, even though he 
was persuaded to purchase the stock by 
misrepresentations made by officers of 
the bank as to the stock’s value. 

The defendants in this case were 
stockholde1s in the First National Bank 
of Wausa, Neb., at the time of the 
bank’s failure in July, 1925. The plain- 
tiff, as receiver of the bank, brought 
this action in behalf of the bank’s credi- 
tors to recover an assessment equal to 
the par value of the stock held by the 
defendants. One of their defenses was 
that they had been induced to become 
stockholders by false representations 
made by the bank, its officers and agents. 
In holding that the defendants could not 
rely upon the defense it proposed and 
that they were liable the court said: 


“One whose name rightfully appears 
on the books of a national bank as a 
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stockholder is under this statute subject 
to certain liabilities, regardless of how 
he may have acquired the stock. It 
seems to us this question is absolutely 
put at rest by two decisions of - the 
Supreme Court, viz., Scott v. Deweese, 
181 U. S. 202, 21 S. Ct. 585, 45 L. Ed. 
822, and Lantry v. Wallace, 182 U. S. 
536, 21 S. Ct. 878, 45 L. Ed. 1218. 
The case of Scott v. Deweese, supra, is 
one of the leading cases on this subject. 
While the facts are not exactly the same 
as in the present case, as the defendant 
had received dividends, which is not of 
controlling importance, the principles 
announced are applicable. We quote 
from that opinion, page 213 of 181 
U. S. (21 S. Ct. 589) as follows: 

. Immediately upon the failure of 
the bank the rights of creditors attached 
under section 5151 [12 USCA § 63}, 
and a shareholder who was such when 
the failure occurred could not escape 
the individual liability prescribed by 
that section upon the ground that the 
bank had issued to him a certificate of 
stock before, strictly speaking, it had 
authority to do so... . The present 
suit is primarily in the interest of credi- 
tors of the bank. It is based upon a 
statute designed not only for their pro 
tection, but to give confidence to all 
dealing with national banks in respect 
of their contracts, debts, and engage- 
ments, as well as to stockholders gen- 
erally. If the subscriber became a share- 
holder in consequence of frauds prac- 
ticed upon him by others, whether they 
be officers of the bank or officers of the 
government, he must look to them for 
such redress as the law authorizes, and 
is estopped, as against creditors, to deny 
that he is a shareholder, within the 
meaning of section 5151, if, at the time 
the rights of creditors accrued, he oc- 
cupied and was accorded the rights ap- 
pertaining to that position.’ In that case 
Scott claimed to have become a sub- 
scriber to the stock in consequence of 
frauds practiced upon him. The Su- 
preme Court says he must look to the 
parties who practiced the fraud for re- 
dress, and that he cannot raise this 
question as against the creditors after 
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the failure of the bank. That case 
went from this court, Scott v. Latimer 
(C. C. A.) 89 F. 843. 

“In Lantry v. Wallace, 182 U. S. 
536, 548, 21 S. Ct. 878, 45 L. Ed. 1218, 
and action brought by the receiver of a 
national bank under the statute herein- 
before set forth, it was claimed that de- 
fendant became a shareholder in conse- 
quence of fraudulent representations of 
the bank’s officers. The court pro- 
pounded two questions as involved. 
One, ‘whether such representations, 
relied upon by the defendant, consti- 
tuted a defense in the present action 
brought by the receiver only for the 
purpose of enforcing the individual lia- 
bility imposed by section 5151 of the 
Revised Statutes upon the shareholders 
of national banking associations.” The 
court answered this in the negative. 
This case also went to the Supreme 
Court from this court (97 F. 865). 

“In Whitney v. Butler, 118 U. S. 
655, 660, 7 S. Ct. 61, 63 (30 L. Ed. 
266), the court said, referring to other 
cases: ‘In nearly all of them, where the 
issue was between the receiver, repre- 
senting the creditors, and the person 
standing on the register of the bank as a 
shareholder, it is said, generally, that 
the creditors of a national bank are 
entitled to know who, as shareholders, 
have pledged their individual liability 
as security for its debts, engagements, 
and contracts; that if a person permits 
his name to appear and remain in its 
outstanding certificates of stock, and on 
its register, as a shareholder, he is 
estopped, as between himself and the 
creditors of the bank, to deny that he 
is a shareholder.’ 

“There is language in Newton Nat. 
Bank et al. v. Newbegin, 74 F. 135, 
140, 33 L.R. A. 727 (this court), which 
would give some aid to the theory 
advanced here by plaintiffs in error, but 
we think the case is distinguishable, and, 
if it is not, it must be borne in mind 
that Scott v. Latimer in this court, and 
Scott v. Deweese in the Supreme Court, 
are later decisions. This court did in 
Newton National Bank v. Newbegin 
make this interesting observation. ‘When 
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a corporation becomes bankrupt, the 
temptation to lay aside the garb of a 
stockholder, on one pretense or another, 
and to assume the role of a creditor, is 
very strong, and all attempts of that 
kind should be viewed with suspicion.’ 

“This court in Scott v. Abbott, 160 F. 
573, pointed out that a stockholder 
might institute action before the suspen- 
sion of the bank and secure a rescission 
of his contract of subscription for fraud 
practiced upon him, but that it could 
not be done after suspension, in view 
of the decision of the Supreme Court 
in Scott v. Deweese, supra. 

“In Salter v. Williams et al (D.C.) 
219 F. 1017, the opinion follows Scott 
v. Deweese, and holds that upon failure 
of the bank the rights of creditors attach 
and that a stockholder cannot escape in- 
dividual liability on the ground that he 
took the stock through misrepresentation 
and deceit on the part of an officer of 
the bank. See, also, Robertson v. Con- 
way et al. (C.C.A.) 188 F. 579. ... 

“National banks are quasi public insti- 
tutions established by and subject to the 
regulatory laws of Congress. The stat- 
ute imposing double liability on stock- 
holders, while primarily to create a fund 
for the benefit of depositors and other 
creditors, serves a general public purpose, 
viz., to give stability to the national 
banking system, and place a national 
bank on a strong foundation. If stock- 
holders were permitted to show after 
the insolvency of the bank, in order to 
escape liability under the statute, that 
they became stockholders through fraud 
practiced upon them by officers of the 
bank of which they were a part, or 
could claim they were responsible only 
as to creditors who came into existence 
as such after they became stockholders, 
the foundation of a national bank would 
be undermined, and its public function 
greatly impaired. There is little im- 
munity for a stockholder in a national 
bank after the same becomes insolvent 
and has been taken over by the Comp- 
troller of the Currency and a receiver 
appointed. Hardship at times, as is 
alleged in the argument here, may result, 
but no person is under any obligation 
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to take stock in a national bank: He 
may be lured so to do, as is apparently 
the case here, by the thought of large 
dividends, one of the false representa- 
tions alleged being that the bank had 
in the past been earning 30 per cent. 
dividends, or he may take the stock in 
order to achieve a certain local promi- 
nence and prestige as a stockholder in 
a national bank, but if he does so he 
must take the same with the attendant 
liabilities created by law and with knowl- 
edge that if the bank becomes insolvent 
he is subject to a double liability and 
is barred after such insolvency, when 
action is brought to recover an assess- 
ment against him, from a defense that 
he was induced by fraud to take the 
stock or that his liability extends only 
to the protection of those who became 
creditors after the time he became a 
stockholder. He cannot accept the bene- 
fits of stock ownership in a national 
bank and deny liability as to creditors 
if trouble and insolvency come.” 


MAKER LIABLE ON NOTE GIVEN 
TO BANK TO COVER EXCESSIVE 
LOANS 


Bangor Trust Company v. Christine, 
Supreme Court of Pennsylvania, 
146 Atl. Rep. 545. 


The defendant gave his note for 
$10,000 to the plaintiff trust company 
and when sued on it by the trust com- 
pany defended on the ground that he 
had received no consideration. 

There was a conflict in the testimony 
as to the circumstances under which the 
note was given. It appeared that the 
defendant gave the note at the request 
of two officers of the company and that 
they used it for the purpose of conceal- 
ing excessive loans, which they had 
made to a corporation in which they 
were interested and, as stated by the 
court, the defendant “necessarily knew 
that the transaction was intended to 
misrepresent something to somebody con- 
cerned for the bank’s solvency.” It was 
held that the defendant was liable on 
the note. 


Action by the Bangor Trust Company 
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against F. F. Christine. Judgment for 
defendant, and plaintiff appeals. Re- 
versed, with directions. 


OPINION OF THE COURT 


SCHAFFER, J.—This is an action on 
a promissory note for $10,000, payable 
on demand, made by defendant to the 
order of plaintiff. Execution and de- 
livery of the note are admitted. The 
defense was that defendant received no 
consideration for it. The trial judge 
submitted this question to the jury, who 
found in defendant’s favor; from the 
judgment entered on the verdict, plain- 
tiff appeals. 

E. P. Buzzard and Floyd M. Hess 
were respectively, president and secre- 
tary and treasurer of plaintiff trust com- 
pany. At the time of the transaction 
before us, they were both defaulters to 
the plaintiff, having fraudulently ab- 
stracted its funds to a large amount 
for the purpose of financially aiding 
the Masterson Construction Company; 
in which they were largely interested 
and of which both were officers. 

On the afternoon of November 8, 
1923, the date of the note, Buzzard and 
Hess went to the place of business of 
defendant, who was the former’s son- 
in-law, and, according to defendant's 
version, Hess asked him to loan the 
Bangor Trust Company his note for 
$10,000, upon which request he said 
he hesitated, and Hess then said, “Don’t 
worry, it’s at the suggestion of the bank- 
ing department and will only be for a 
little while,” whereupon, without any- 
thing more being said on the subject, he 
filled out the note in suit and gave it 
to Hess. He said he received nothing 
for it then or at any other time. Hess’ 
recital of what happened is quite differ- 
ent. He testified that he and Buzzard 
told defendant that the line of credit 
of the Masterson Construction Company 
was heavier than they could carry in 
the trust company and that they would 
have to get outside names in order to 
continue to carry on its operations, and 
they asked defendant to give them his 
note for $10,000, payable to the order 
of the trust company, for which they 
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would give him their joint note to pro- 
tect him; whereupon the notes were ex- 
changed. Buzzard, who was in jail, was 
not called as a witness. 

Hess and Buzzard proceeded to the 
trust company and there falsely entered 
the note of record as one purchased by 
the trust company and substituted it 
among the company’s cash items, as an 
asset belonging to it, for overdraft checks 
of the construction company of sub- 
stantially similar amount which they had 
fraudulently paid out of the trust com- 
pany’s funds and carried among its cash 
items. The checks were returned by 
Buzzard and Hess to the construction 
company. The result of defendant's 
act in signing and delivering the note 
so far as the trust company is con- 
cerned was that it was deprived of the 
checks which it could have asserted as 
an indebtedness against the construction 
company. Under the circumstances as 
they were shown, the defense of no 
consideration was an inadequate one. 

It is of the highest public importance 
that all dealings with banks and trust 
companies shall be conducted along lines 
of strictest integrity. For the safe- 
guarding of the public, they are subjected 
to governmental oversight and inspection 
—indeed, they are almost in the nature 
of public institutions—and whoever 
lends himself to acts the effect of which 
is to lessen their stability or deceive 
the governmental agencies whose duty 
it is to oversee their conduct and inspect 
them must abide the consequences of 
what he does. Taking defendant’s own 
version of what occurred, we have this 
state of facts: His father-in-law, who 
was president of the trust company, ac- 
companied by its other chief officer, 
called upon him with the request that 
he make a note to it, although he was 
to receive nothing from the trust com- 
pany, saying that they did so at the 
suggestion of the banking department, 
whose duty it was to see that all trans- 
actions with the company were honest 
ones. If he accepted this statement as 
true, then he knew he was doing some- 
thing which the banking department 
should not have permitted—giving the 
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bank a note apparently valid which was 
not to be paid. He necessarily knew 
that the transaction was intended to 
misrepresent something to somebody con- 
cerned for the bank’s solvency. This 
being so, he cannot set up that he re- 
ceived no consideration for the paper. 
First National Bank of Greencastle v. 
Baer, 277 Pa. 184, 120 A. 815; Bank 
of Hooversville v. Sagerson, 283 Pa. 406, 
129 A. 333. What was said in State 
Bank v. Forsyth, “41 Mont. 249, 266, 
270, 108 P. 914, 919, 920, 28 L. R. A. 
(N. S.) 501, at pages 509 and 510, 
could be appropriately said here: “If 

. the transaction was a mere trick to 
make it appear to the government and to 
the creditors and stockholders of — the 
bank that it had a valuable note when 
in fact it did not have one, the result 
must be the same; for, when parties 
employ legal instruments of an obli- 
gatory character for fraudulent and de- 
ceitful purposes, it is sound reason, as 
well as pure justice, to leave him bound 
who has bound himself. It will never 
do for the courts to hold that the officers 
of a bank, by the connivance of a third 
party, can give to it the semblance of 
solidity and security, and, when its in- 
solvency is disclosed, that the third party 
can escape the consequences of his 
fraudulent act. . . . How can it be pos 
sible for a man of ordinary intelligence 
to suppose that a request for an accom- 
modation note for a large amount, made 
by a cashier, is intended to be for the 
benefit of the bank? Notes are ordi- 
narily given to a bank for the purpose 
of borrowing money therefrom. We 
can conceive of no circumstances under 
which a bank can require an accommoda- 
tion note on its own account for any 
legitimate purpose. It seems to us that 
the mere request carries notice that the 
purpose for which such paper is intended 
to be used is not a lawful one. What 
legitimate end could possibly be served 
by carrying in a bank commercial paper 
which was not to be paid under any 
circumstances? Obviously none. The 
only possible design would be to deceive 
some one, either the stockholders, the 
depositors, or the bank examiner, who 
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acts for them in the name of the state.” 
The trial judge should have held the 
defense of no consideration unavailing 
under defendant’s own showing and 
should have given binding instructions 
for plaintiff. 

The judgment is reversed, with di- 
rections to the court below to enter 
judgment for plaintiff for the amount 
of its claim, with interest. 


NOTE REFERRING TO CONDI- 
TIONAL SALE CONTRACT 
NEGOTIABLE 


Berry v. Brandt C. Downey Co., Ap- 
pellate Court of Indiana, 167 
N. E. Rep. 136 


The negotiability of a promissory note 
is not destroyed by the following clause: 
“This note covers deferred instalments 
under a conditional sale contract made 
this day between the payee and the 
maker thereof.” 

Action by the Brandt C. Downey 
Company against Margaret Berry and 
another, Judgment for plaintiff, and 
defendant named appeals. Affirmed. 


OPINION OF THE COURT 


McMAHAN, C. J.—This is an action 
by Brandt C. Downey Company against 
appellant and the French-Imes Sales 
Company to recover a balance due on 
a promissory note whereby appellant, 
under date of August 2, 1926, promised 
to pay the sales company $153 in 
monthly installments; the note having 
been, before maturity, assigned to appel- 
lee for value. Appellant, by her answer, 
admits the execution of the note, that 
the payee later indorsed and delivered 
it to appellee, that the note was given 
for balance due on the purchase price 
of an oil burner under a conditional sales 
contract, and alleges that appellee was 
in the habit of buying and discounting 
notes taken by the sales company for 
such burners. A copy of such condi- 
tional contract of sale and the assign- 
ment thereof to appellee are made a 
part of the answer. It is also alleged 
that the burner, for which the note was 
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given, was of no value’and would not 


- do the work for which it was intended; 


that appellant notified the sales com- 
pany and appellee to remove the burner 
from her premises, which they refused 
to do; that the sales company, when it 
sold the burner, knew it was worthless 
and would not perform the work for 
which it was sold, but that, with knowl- 
edge of such facts, falsely represented 
to appellant that it would do the work 
for which it was designed; and that in 
the purchase of such burner and the 
execution of the. note she believed and 
relied on such false statement; and that 
appellee had knowledge of all of the 
conditions of such contract. A demurrer 
was sustained to this answer, and, ap- 
pellant refusing to plead further, judg- 
ment was rendered on the pleadings for 
the balance due on the note; hence this 
appeal. 

The note in question is an ordinary 
installment note, and contains the fol- 
lowing statement: “This note covers de- 
ferred installments under a conditional 
sale contract made this day between the 
payee and the maker thereof.” 

Appellant contends the above state- 
ment renders the note non-negotiable 
and the court for that reason erred in 
sustaining the demurrer to his answer. 

Section 3 of the Negotiable Instru- 
ment Act (section 11362, Burns’ Ann. 
St. 1926), provides that an unqualified 
promise to pay is unconditional within 
the meaning of the act, though coupled 
with “a statement of the transaction 
which gives rise to the instrument.” 
And a similar statement was held not 
to render a note nonnegotiable. Dor- 
becker v. Brandt C. Downey Co., 88 
Ind. App. , 163 N. E. 535. To the 
same effect, see Ex parte Bledsoe, 180 
Ala. 586, 61 So. 813; Welch v. Owen- 
by, 73 Okl. 212, 175 P. 746; Choate 
v. Stevens, 116 Mich. 28, '74 N. W. 28, 
74 N. W. 289, 43 L. R. A. 277; Hub- 
bard v. Wallace Co., 201 Iowa, 1143, 
1148, 208 N. W. 730, 45 A. L. R. 
i065. A recital in a note that it is 
secured by a mortgage or a trust deed 


does not destroy its negotiability. Zoll- 


man v. Jackson Trust & Sav. Bank, 238 
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Ill. 290, 87 N. E. 297, 32 L. R. A. 
(N.S.) 858; Dumas v. People’s Bank, 
146 Ala. 226, 40 So. 964. 

The answer fails to allege that appel- 
lee had any knowledge that the burner 
tor which the note was given was of 
no value, or that it had any knowledge 
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of the alleged fraudulent representations 
made by the sales company. The note 
being negotiable under the statute, it 
follows that the answer was bad and 
that the demurrer thereto was properly 
sustained. 

Judgment affirmed. 


New Field Developed in Life Insurance Trusts 


NE potential market for new 
C) and increased insurance is the 

life insurance trust, now so ex- 
tensively advocated by leading trust 
companies and trust departments of 
banks, said Walton L. Crocker, presi- 
dent of the John Hancock Mutual Life 
Insurance Company of Boston in an 
address before the National Associa- 
tion of Life Underwriters at Washing- 
ton, D. C., recently. Mr. Crocker’s 
subject was “The Market for the 
Second Hundred Billion”—the first hun- 
dred billion dollar mark having been 
passed by the life insurance companies 
in July. 

The life insurance trust is the old 
idea of estate protection, said Mr. 
Crocker, long preached by the life in- 
surance agent, but set out in attractive 
new phases and adapted by a new in- 
strumentality. According to him, the 
field for discretionary trusts, buttressed 
by life insurance, or where the insur- 
ance forms the entire subject of the 
trust, presents possibilities of the future 
not at present to be estimated. 

The performance of such trusts, in 
his opinion, lay outside the natural 

province of the life insurance com- 


panies, but directly within the scope of 
trust institutions. 

Said he, “Life insurance and banking 
here meet as natural collaborators, with 
mutual advantage, and there is already 
a large accumulation of funded trusts 
in which life insurance, in whole or in 
part, is the substance of the trust. It 
is very easy to see that a testamentary 
trust has a good deal better chance of 
being carried out as the testator 
planned, if it has life insurance to help 
out the fund.” 

Mr. Crocker also called attention to 
the fact that notwithstanding that 
Americans are the heaviest life insured 
of any of the peoples of the world, 
they are yet under-insured. Though 
there is now one hundred billions of 
outstanding insurance this averages only 
$800 on a per capita basis, while on the 
basis of those carrying life insurance, 
the estimated average is about $1500. 

“It is not to be expected that people 
will get insurance to cover the actual 
present monetary value of human life,” 
said he, “but it is reasonable to expect 
that insurance equal to two years’ in’ 
come, and probably more, could be car- 
ried.” 
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Banking Evolution in America 


A Discussion of Mergers, Branch Banking, Chain Banking and 
the Unit Bank 


By Grorce W. Davison 
President Central Hanover Bank and Trust Company, New York 


HAT is happening to our 

\X/ American banking system in 

this era of accelerated speed, 
innovation and change? When the dust 
of the era has cleared away will our 
American banking system be radically 
different from the banking system with 
which America faced the new condi- 
tions at the end of the Great War a 
little more than a decade ago? What 
is denoted by the rapid progress of the 
merger movement for larger and larger 
banking institutions? By the persistent 
movement for the expansion of branch 
banking beyond municipal confines? By 
the movement for what is called chain 
banking, obviously an endeavor to estab- 
lish a compromise with national and 
state statutory limitations on branch 
banking? Are all these movements to 
go on with gathering force and widening 
sweep until we have a few hundred or 
even a few score mammoth banking in- 
stitutions with myriads of branches? Or 
are we going to preserve our banking 
system essentially unchanged in form, 
organization and control? 

These are only some of the questions 
which we, who are engaged in what is 
not too accurately called the banking 
business, are all asking ourselves and 
one another. The very questions give 
concern. The implications of an answer 
in favor of an intense concentration of 
control in the banking field must give us 
still more concern because of the basic 
characteristics of American banking in 
its historic past and because of the con- 
tribution of our banking to the exploita- 
tion of American economic resources 
and the prosperous growth of American 
enterprise. 

From an address before the 


American 
Bankers Association Convention. 


The general reason for addressing 
you on the subject chosen is the common 
interest we all have in whatever adapta- 
tions we should make to fit our activities 
to the needs of the time and the future. 
The particular reason for addressing you 
on this subject is the special interest I 
have in the work and problems of a 
great many separate banks. The bank 
and trust company which I have the 
honor to direct is the depository and 
correspondent of a large number of 
banks. Their interests are our interests. 
We are the possessors of a pioneer 
tradition in the establishment of cor- 
respondent bank relations, and all the 
thinking I have been able to do on 
questions affecting our banking future 
has centered around some of the most 
valid conclusions which are to be drawn 
from the contacts and experiences of a 
correspondent bank with its depositing 
banks. When we recall, and recall we 
can with pride, the encouragement and 
assistance which the freedom of inde- 
pendent initiative in our highly indi- 
vidualized banking system has given to 
the constructive achievements of Ameri- 
can history and trade and the enhance- 
ment of the popular welfare, I am satis- 
fied that all these questions can receive 
an answer affirming that there is no 
necessity in our banking past or present 
for a revolutionary change in our bank- 
ing system in the near or further future. 

So that I shall not be misunderstood, 
I wish to make it clear that I believe 
in bank mergers, up to the point where 
they are not restrictive of inter-bank 
competition and up to the point where 
independence can be retained and its 
relations with its customers do not be- 
come mechanical or stereotyped. I be- 
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lieve in branch banking in limited local 
areas where the closest kind of contact 
can be kept with the main office and, of 
much greater importance, where the 
main office has a close and exact knowl- 
edge of local business conditions and the 
local people. Regarding it solely as an 
experimental form of branch banking I 
shall not argue here against the endeavor 
to weld banks into chains moored to 
holding companies which are in turn 
subsidiary to or allied with institutional 
banks. One of our great advantages as 
Ameri:ans has been the opportunity 
offered by our vast geographical extent, 
by the different qualities of our popula- 
tion and the different resources of our 
far-flung land to engage in experiments, 
political, social and economic. In our 
laboratories of such experimentation, we 
have made helpful discoveries. One of 
the discoveries which we have been con- 
tinually making is that what was often 
supposed to be new has not necessarily 
been new, and far more often, what 
was thought to be desirable because it 
was new has turned out not to be good. 
It might be asked, in passing, if you go 
in for buying banks in order to make a 
chain or to set up branches, or if you 
go in for mergers for the sake of size, 
where are you going to stop? - These 
are awkward questions to answer, but 
at long last I do not argue against experi- 
ments in branch banking expansion be- 
cause I believe that we have something 
else which is better; which argues for 
itself. 


AMERICA’S BANKING SYSTEM 


What is there about American bank- 
ing which would indicate that it is in 
the way of a great change in organiza- 
tion, form and control? Is there any- 
thing fundamentally wrong in the pres- 
ent organization, form and control? I 
think not. I believe that today America 
has the best banking system in the world; 
the most flexible; better adapted than 
the banking system of any other country 
to the enhancement of the economic 
welfare of all its people. What other 
country can show anything like our 
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highly developed check system for facili- 
tating the exchanges of its domestic 
trade? What a tribute to our banking 
system is our check system! 

Undoubtedly this was not always so. 
It was not so prior to fifteen years ago 
when the Federal Reserve System was 
set up. Nevertheless, our banking in 
our whole history has matched the re- 
quirements of American opportunity and 
contributed invaluably to its realization. 
Every lesson that experience set for our 
banks was learned and the teaching was 
put into effect; whether the lessons 
taught by the destruction of the first 
and second Banks of the United States; 
the lessons of the periods of free banking 
and wild-cat bank note issues; the lessons 
of the battles for sound money; the long 
lesson of our panics which finally enabled 
our banks to convince themselves and so 
convince the people that our banking 
system must have some centralized direc- 
tion, some centralized ability to render 
solvency liquid, and give fluidity to 
credit, some co-ordinating factor of 
banking power through mobilized re- 
serves; or the further lessons learned in 
the recent war years as the result of 
which our bankers, instead of being 
chiefly brokers in loans, have become 
dealers in credit for the nation and the 
world. 


FREEDOM OF INITIATIVE 


Through all the decades and genera- 
tions of banking mistake and banking 
failure, the periods of disordered cur- 
rency, the cycles of boom, panic and de- 
pression, American banking has per’ 
sistently gone forward, and taught by 
experience has suited itself to the de- 
mands of each new day. What is there 
about the record which is to account for 
this, and why is it that America has, 
as I believe firmly it has, the best bank- 
ing system at present for its needs? The 
answer is to be found in the one uni 
versal fact which stands out in our bank: 
ing history; that our banking has been 
done by individual banks, locally owned 
and headed by responsible individuals 
who were free to make their own deci- 





THE BANKERS MAGAZINE 


sions and accomplish their own successes, 
who were intimately associated with the 
activities of their local communities, 
thoroughly acquainted with local condi- 
tions and local people and, because the 
ramifications and contacts of banking are 
endless, more or less in touch with in- 
dustrial, trade and financial conditions 
elsewhere. I believe that it has been 
vital to the interests of America that 
our bankers have had the individual 
freedom of initiative and competitive 
action which they have enjoyed (subject 
to such statutory restrictions and govern- 
mental supervision as the popular will 
has demanded and time has shown to 
be wise and desirable) and I believe 
that it is going to be equally vital to 
the interest of America in the future 
that the largest possible amount of in- 
dividual freedom or initiative and com- 
petitive action should be retained by 
our bankers. 


INTENSE INDIVIDUALISM 


The prime characteristic of American 
banking has been its intense individual- 
im. This used to be true also of 
American enterprise in trade and in- 
dustry where it is becoming less true. 
Reasoning by analogy is always danger- 
ous and never more so than in the at- 
tempts to draw analogies between the 
economic movement toward concentra- 
tion in manufacturing and merchandis- 
ing and a movement toward a similar 
concentration in banking. The char- 
acter of the service is fundamentally and 
essentially different. 


BANKING VS. BUSINESS 


_ Earlier in these remarks I said that 
it was inaccurate to speak of the bank- 
ing business. We know how unlike 
banking is to the business to which it 
ministers. The vocations of the banker 
are far more akin to the vocations of the 
Professions than they are akin to the 
activities of business. In the case of 
banking institutions directly or indirectly 
engayed in merchandising securities there 
ls a resemblance between banking and 
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business but, in my view, the merchan- 
dising of securities is not an essential 
of deposit banking. True, the banker 
deals in money, but very little in real 
money which is a commodity, and very 
much in promises and orders to pay 
money which are not commodities. Real 
banking is dealing in credit, and credit 
can hardly be regarded as a commodity. 
The banker is all the time engaged in 
exchanging his better known credit for 
the lesser known credit of his customers; 
or, if you like, engaged in giving a 
circulating quality and a buying and 
debt-paying power to the credit of his 
customers on his judgment of their char- 
acter and resources. Basically, banking 
is engaged with character, and in this 
engagement a bank renders service to 
its many customers. Its earnings are 
more of the nature of the fees received 
by a physician or a lawyer than they 
are of the nature of the money price 
obtained by a manufacturer or mer- 
chant for the goods which he sells. I 
might add further that the difference 
between banking and business is indi- 
cated strikingly by the fact that the 
competition between banks is in quality 
of service, that there is seldom a ques’ 
tion of price; that there is no real 
problem of cheaper banking for us to 
solve. 


ARE THERE TOO MANY BANKS? 


It has often been said that the great 
fault with American banking has been 


that there were too many banks. The 
criticism is important and has its ver- 
acity. It is quite likely that during the 
last generation particularly there may 
have been a too liberal chartering of 
national and state banking institutions. 
With some 24,000 state and national 
banks and trust companies, we have, it 
seems to me, a sufficient assurance of 
banking competition. Because we have 
had so many separate banks, competi- 
tion between them has too often con- 
duced to excesses of departure from 
sound banking principle and wise bank- 
ing policy. It has also conduced to 
an excessive amount of uncompensated 
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service by banks generally in the effort 
to gain or retain deposits. Because of 
the very multiplication of banks there 
has been on occasion an undue amount 
of bank failures. It is for these reasons 
among others that I believe in bank 
mergers—up to a point, as I have al- 
ready said, and in localized branch 
banking. Nevertheless, I think that all 
which our multiplicity of individual 
banks has cost the banking community 
and the American people, has been a 
trifling price to pay for the values in- 
herent in and the benefits derived from 
our individualistic banking and from the 
maintenance of banking freedom of 
initiative and competitive action. In no 
phase of our American life has our 
individualistic tradition maintained so 
thoroughly the free play of competition 
as among our banks. It is that which is 
primarily responsible for the adaptabil- 
ity shown by the American bank and 
the American banker to all the changing 
needs of new conditions and the promise 
of new opportunity. 


BETTER BANKING AND CONSOLIDATIONS 


One thing we must grant; that as in 


other economic fields all institutions, 
organizations, methods, practices and 
controls must justify themselves by per- 
sistent progress to the best results, so 
must our banking system justify itself. 
This is only another way of saying that 
while we believe we have now the best 
banking system in the world for our 
needs we have not attained perfection 
and never shall; that we must work for 
still better banking. That the way to 
better banking lies along the road of a 
banking system intensively concentrated 
to the last degree I am not prepared to 
admit; indeed I am disposed to deny that 
better banking and huge banking con- 
solidations which tend to reduce mate- 
tially the individualism of American 
banking are at all synonymous. Good 
banking is good banking, whether in the 
large or in the small, and it is my firm 
conviction that the best possible banking 
can be done just as well by the banks 
in the sparsely settled agricultural 
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regions as by the larger banks of the 
towns and the much larger banks in the 
cities. I believe that it is only possible 
for better banking to be done by banks 
which are individually free to improve 
their services as their situation permits; 
banks which have independent freedom 
of individual initiative basing their 
action on their own knowledge of local 
conditions and their own judgment of 
local character and credit worth and 
are at liberty to make their own choice 
of co-operative affiliations. 

It is my conviction that a study of 
our banking history and of our banking 
system as it is today reveals the lines 
along which our banking individualism 
can be preserved. Have we need of 
importing the organization and practices 
of other lands, even if they are lands 
of a much older banking history than 
ours? I doubt it. 

We have come to have a great deal 
to do with foreign countries and shall 
have more. We have learned a great 
deal from abroad and shall continue to 
learn more from countries and peoples 
with older experience. Yet what we 
appropriate from abroad we are most 
apt to apply in terms of our own expe- 
rience and tradition and transform it 
to the requirements of our own more 
fluid and dynamic life. When our fi 
nancial education had been carried so 
far that we were prepared for the legis- 
lation which took shape in the Federal 
Reserve Act we did not set up a central 
bank. We provided for a centralized 
banking system which should be a co 
ordinating factor of co-operation be- 
tween all of the banks of our entire 
banking community. 


FOREIGN BANKING SYSTEMS AND THE 
UNITED STATES 


The statement, often heard, that we 
should take lessons from European bank- 
ing systems and concentrate into a rela- 
tively few large banks with manifold 
branches through the country at large 
is not well founded. True, it may be 
wise to strengthen through consolidation 
and consequent stronger capital accounts 
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within prescribed geographical limits and 
within localities where kindred interests 
assure a mutual and related benefit; but 
the vastness of our country with its great 
geographical distances and varying sec- 
tional interests, pride and prejudice, 
presents a problem wholly different from 
that of any European nation. 


THE ENGLISH BRANCH MANAGER 


The branch manager of the English 
banks would be unacceptable to the 
American citizen, who wishes always to 
deal in banking with one whom he re- 
gards as having greater special knowl- 
edge but his equal in other respects. 
Small deposits cannot here be fed 
directly to the great urban centers. 
Tribute and the feudalistic overlord have 
no place in American banking when the 
hearts of the people are consulted and 
any banking system not approved in the 
hearts of our people has no place in our 
present nor in our future. Great 
changes in system in this country rarely 
take place by creations at the top; they 
come from a determined wish in the 
hearts of the great body of citizenship 
which eventually expresses itself. We 
have been too long nurtured on inde- 
pendent doctrines to permit a final con- 
centration of that which in its essence 
belongs to countless individuals, namely 
the deposit account. 


FRENCH AND GERMAN SYSTEMS 


Nor can the French system, which 
centers in Paris, be presented as desir- 
able for us. The leadership of the great 
banks in France is blindly followed, but 
where is there a French farmer or local 
merchant akin to our farmer or local 
merchant, and where is our small manu- 
facturer or investor akin to the French- 
man of equal rating who relies on Paris 
and unhesitatingly and unquestioningly 
follows its banking dictates. 

And in Germany—another wholly 
different picture offers. The paternal 
industrial bank flourishes there, a crea- 
ticn unknown to America until the last 
few years when some of our great banks 
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have established adjuncts whereby they 
have taken a leading part in creating 
and fostering industrial enterprises. 
This business is one which must be 
done, but whether by banks of deposit 
or their adjuncts or by private entrepre- 
neurs is for the future to determine. It 
seems certain that the banking institu- 
tion which is prejudiced by its own 
creations cannot be the choice of the 
independent local banker as a depository 
of his reserves or his surplus funds and 
that the accumulations of capital rep- 
resented by deposit accounts in all sec- 
tions of the country which should be 
maintained in as liquid a form as possible 
will not, without the independent local 
banker's consent, be used extensively in 
promoting industrial undertakings. 


INDEPENDENCE SHOULD BE MAINTAINED 


So it would seem that no European 
system has any real part in our banking 
life as a whole, although we may select 
from it whatever may be suited to aid 
or to balance our own devices or ideas. 
We have worked out over a long period 
our own banking development. It has 
been steadily improved and there is 
encouraging room for further improve- 
ment; but it has always maintained the 
independence of its individual parts, be 
they large or small, and we are not 
ready to surrender our independence. 
The larger will become larger and, we 
hope, stronger. The smaller will become 
larger and, we hope, also stronger, but 
independence in the best meaning of 
the word and within proper local areas 
should be cherished and maintained. 
Strengthen the smaller bank, unify and 
consolidate within localities, foster direct 
dealings between clients and _ those 
bankers who have their own money at 
stake and take just pride in the prosper- 
ity of their surrounding territory. That, 
plus a close and friendly association with 
a reserve city bank, earned by years of 
afhliation, is the ideal situation. 


THE HOLDING COMPANY 


What shall we say of the develop- 
ment of the holding company for the 
ownership of bank stocks if its avowed 
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purpose is only to control banks 
throughout the country and direct their 
policy? Even as an interim step toward 
a branch banking expansion which may 
be legalized I believe it to be a develop- 
ment without promise. The banker far 
and wide throughout the United States 
cannot take kindly to the ideas which 
it embodies. Is it to be carried out to 
the point where our bankers are asked 
to divide themselves; on the one side 
those who wish to control the vast 
power of much money for purposes of 
their own, and on the other side those 
who cherish independence of thought 
and action joined to close relationships, 
more intensified even than in older 
days, with correspondents bound to- 
gether as partners in aims and ideals, 
who have their own money and reputa- 
tions at risk and who believe in the in- 
dependence of their territory and de- 
positors? If so, it is with this latter 
class that we wish to align ourselves and 
to serve them to our utmost ability in 
fraternal partnership. Do we want to 
see banking become so monopolized that 
a given section shall be visualized as a 
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source of tribute only, with its industries 
and merchants not regarded as indi 
viduals and with a remote control able 
to lay its heavy hand on local industry 
and trade? 

Trusteeship is becoming a common and 
much overworked word. It is to be 
feared sometimes the part it occupies 
and must ever occupy in our relations 
to our customers and depositors, if not 
overlooked, is not sufficiently: empha- 
sized. Our primary responsibility as 
bankers is to our depositors who have 
entrusted us with the care of their funds. 
Experience has shown that this respon’ 
sibility when well exercised can be 
profitable to stockholders. Possibly at 
times the profit side of the matter is too 
much in mind. We are among the few 
corporations who boast of their debts, 
the loans to us by our depositors, called 
deposits. The strength of the capital 
structure and its relation to deposits is 
apt to be submerged in the grand figure 
of “total resources.” The duties and 
responsibilities owed by us to our de- 
positors are very real and our care 
should be how best we can serve those 
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who have become our customers. That 
it is a trusteeship in a very real sense 
with all the implications of the word 
cannot be stated too strongly. 


MORE THAN EQUIVALENT OF FOREIGN 
BANKING 


I contend that we already have in 
our banking system what I believe to be 
more than an equivalent of foreign 
branch banking and its development 
will be consistent with our traditions. 
Long prior to the creation of the Fed- 
eral Reserve System banks throughout 
the country established relations with 
banks in the principal cities as deposi- 
tories for portions of their funds; as 
correspondents who could be consulted 
about all kinds of problems and to which 
the depositing banks could turn for co- 
Operation in meeting the credit require- 
ments (and for many decades the cur- 
rency requirements) of their vicinities. 
While the establishment and develop-, 
ment of these correspondent bank rela- 
tions began with the national banks as 
a direct result of the provisions of the 


This Bank has Branches, which are com- 
plete Banks, in all parts of the Los Angeles 
area, and in 61 communities in California, 


We have arrangements for giv- 
ing information, maps, etc., to 
new arrivals in California which 
materially aid their comfort and 
pleasure while in the State. 


National Bank Act for the deposit of 
certain percentages of reserves with 
banks in reserve and central reserve 
cities, the need for these correspondent 
bank relations grew far beyond the needs 
for reserve depositories alone. Proof 
of what purpose these correspondent 
bank relations served was furnished by 
the action of state banking institutions 
which also established their position 
with strong correspondents and this 
proof has been emphasized by the ex- 
perience we have had since the Federal 
Reserve System began to function. 
One of the contemplated purposes of 
the framers of the Federal Reserve Act 
was to do away with the deposit of 
reserves in correspondent banks and to 
“keep bank funds at home.” Have 
correspondent bank relations ended? 
Most certainly they have not. And 
why? Because correspondent banking 
has grown to meet needs and require- 
ments of our banking community which 
have cemented correspondent and de- 
positing bank relations almost indestruc- 
tibly. 
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CORRESPONDENT BRANCH BANKING 


It is to correspondent banking, if 
I may be allowed to use a phrase which 
carries its own definition to all bankers, 
that, in studying our banking history 
and our banking system as it exists my 
thought turns for the assurances that 
will safeguard and preserve the individ- 
ualism of American banking which I 
believe we all regard as indispensable 
to the health of the American economic 
future if we as bankers are to serve 
our people as well in the future as we 
and our predecessors have served them 
in the past. The growth of corre: 
spondent bank relations is a normal eco- 
nomic evolution of the individualism of 
our banking. I think that the line of 
advance to still better banking and the 
provision of a complete service suited 
at all times to make its contribution 
to the realization of American oppor- 
tunity and the diffusion of increasing 
prosperity lies in the normal evolution- 
ary development of correspondent 
banking. 

Branch banking, should it become 
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legalized, may possibly give us better 
mechanical banking. Nobody knows 
better than we do that banking is not 
an enterprise of formulas and machinery. 
It is profoundly involved with the hu 
man side of life, with people engaged 
in the business of making a living. Let 
us have all of the better banking 
machinery that our ingenuity can de- 
vise and our judgment approve but let 
us not place our confidence in the per’ 
fection of banking mechanism, for, if 
we should, our banking system would 
become increasingly rigid and lose the 
flexibility which is indispensable to the 
service that banks have to perform. For 
the preservation of that essential flexi 
bility, I believe our correspondent bank- 
ing is most admirably adapted. 


SAFEGUARDS INDIVIDUAL INITIATIVE 


Our correspondent banking _ safe- 
guards the individual initiative and the 


independence of banks everywhere. It 


is questionable if extensive branch bank- 
ing is compatible with the preservation 
of the values which our individualistic 
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banking “system has fostered. Corre- 
spondent banking certainly is compatible 
with the preservation of these values 
precisely because it has fostered them. 
I think it almost not too much to say 
that: close: relations formed by the in- 
dependent banks themselves with strong 
institutions of their own choosing in 
the financial centers of the country, 
now more than ever, can contribute to 
the protection of those popular liberties 
which are associated with our American 
tradition of the’ independence of the 
individual and ‘the right of every in- 
dividual citizen-to equality of oppor- 
tunity. It seems to me that in these 
days of economic concentration and con- 
solidation our banking system, with its 
continuing achievment of increasing co- 
operation by thousands and thousands 
of independent banks, exemplifies more 
than does any other form of our eco- 
nomic institutions the basic American 
idea. That idea has been illustrated in our 
national attitude toward other ‘nations, 
governmentally interpreted and _ ex- 
pressed. Our position in the world to- 
day is not one of isolation and aloofness; 
it is a position of entire independence 
of entanglements of formal alliance 
but of a readiness to co-operate for the 
advance of every essential interest of 
the world. This, it seems to me, has 
been the relation which our banks hold 
toward each other and toward the 
American public and I believe that the 
development of this sort of banking can 
go on to make the position of our bank- 
ing system still more effective as an 
exhibition of co-operative independence. 


POTENTIALITIES OF CORRESPONDENT 
RELATIONS 


To us 


i am sparing. you statistics. 
there is significance in the total number 
of banks that can. now be counted in an 
extension of branch banking beyond 


strictly limited localities. The figures 
of branch banking expansion which are 
frequently cited are small when set 
against the thousands of banks grouped 
together in relations with correspondent 
banks. Statistically stated the branch 
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banking movement to date is very lim- 
ited. Its import is all that I am con- 
sidering here. The point which I seek 
to make is that. we have not perceived 
the potentialities of correspondent. bank 
relations and that it is imperative to 
perceive them and to take steps ‘to real- 
ize them. All the separate banks in 
our correspondent bank groups have 
perhaps only a little less in the way of 
active relations with each other than 
have the branches of any one of the 
great banks abroad where the principal 
relation of the branch jis, after all, to 
the head office. Precisely the principal re- 
lation of our depositing banks is to their 
correspondent banks; but is there any 
reason why relations cannot be culti- 
vated between the depositing banks in 
a group headed up by the leadership of 
correspondent banks in reserve and cen- 
tral reserve cities? I would like to have 
you direct your thought’ to the answer 
which should be returned to this ques- 
tion and in thinking of it I am sure 
that many things will occur to you which 
can be done to extend and improve cor- 
respondent bank relations so that, if I 
may paraphrase in part and in part 
quote the language of the Constitution 
of the New York Clearing House Asso- 
ciation, the interests of the correspon- 
dent banking groups may be promoted 
and so that all banks associated in cor- 
respondent bank relations may assure 
the “maintenance of conservative bank- 
ing through wise and intelligent co- 
operation.” 


WIDENING CORRESPONDENT RELATIONS 


Tell us how we may all work to- 
gether for such a purpose and what we, 
as correspondent banks, may do to help 
you give a more complete service ‘to 
your communities. In what new ways 
may we cooperate with you to 
strengthen your own independent posi- 
tion? If- you are adding to your service 
and building up trust departments, for 
example, can we help you out of our 
long and large trust experience? Can 
we help you to make sound loans which 
are the real guarantee of bank deposits? 
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Can we help you to make sound invest- 
ments and keep your investments liquid? 
Should there be conventions of deposit- 
ing banks under the leadership of the 
correspondent banks with which they 
are associated so that out of such con- 
ventions may come closer affiliations be- 
tween the depositing banks themselves? 
Should there be some form of conference 
committee in each such correspondent 
banking group which can act as a clear- 
ing house for the ideas and problems 
of members of the group? Customarily 
the banks which are members of the 
Federal Reserve System call public 
notice to this membership in their letter- 
heads, their literature and their adver- 
tising. Do you, or should you, as de- 
positing banks, in the same way set forth 
the names of your correspondent bank- 
ing institutions? 

The service which correspondent banks 
render to their depositing banks is well 
known. There is ample room and a 
beckoning opportunity to build up 
stronger and closer relations of mutual 
helpfulness to better service by our 
entire banking system. Good banking 
has had to be done in the local com- 
munities by the banks which have estab- 
lished good relations with correspondents 
in reserve and central reserve cities. The 
nature of the balances maintained by 
the depositing banks, the quality of the 
loans and discounts offered to the corre- 
spondent banks as excess lines or re- 
discounts, the way in which loans are 
handled by the depositing banks; all 
that goes to constitute the record of cor- 
respondent relationships makes for good 
banking everywhere. It certainly makes 
for as good banking all around as could 
possibly be the result of destroying the 
individual integrity of banks by absorb- 
ing them as branches under a distant 
control. So far as concerns the soli- 
darity of the banking community, the 
historical relationships of correspondent 
banks are cemented by strong, invisible 
ties of loyalties and business friendship 
arising out of years of fair and honor- 
able dealing and mutual confidence. 
What ties of branch banking can be 
as strong as these? What can we do 


THE BANKERS MAGAZINE 


to make stronger the ties which bind 
together men proud of their indepen- 
dence, their individual integrity and their 
freedom of action? 

The relations of depositing banks to 
their correspondents have been a normal, 
natural evolution encouraged by the 
spirit of our banking laws and the politi- 
cal and economic traditions of our 
country. These relations have fostered 
the initiative and independence of our 
banks everywhere. The independently 
owned and controlled bank can do far 
more in serving its particular community 
than a bank owned by distant interests. 
All the knowledge and confidence derived 
from local contacts cannot be translated 
into terms understandable by some con- 
trolling authority at a remote point. I 
propose a resolute endeavor to make the 
largest possible and most effective use 
of correspondent bank relations and in 
making such an endeavor we can rest 
our confidence in an expectation of suc: 
cess on the sturdiest of foundations. 


INDEPENDENT LOCAL BANKS NEEDED 


In banking nothing can take the place 
of the man on the ground who knows 
local conditions and the men with whom 
he is dealing and has the power to 
make his own decisions under a responsi- 
bility owed only to resident ownership 
control. Also, and I would like to stress 
this, we American people have a deep 
seated distrust of concentrated power, 
especially concentrated financial power, 
money power. This distrust has often 
been latent for long periods; but how 
ever dormant, it has been there. It was 
that which made it possible to destroy 
the first and second Banks of the United 
States. It was that which less than 
two decades ago threw the country into 
the turmoil of the “Money Trust” in 
vestigation. Let us not forget that in 
the statute books of the nation and of 
the states we have laws against excessive 
concentration of economic power. They 
have been invoked in the past and can 
be invoked again. They can be ampli 
fied and be equipped with more iron 
teeth. Our annals show that the in 
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variable accompaniment of any pro 
tracted period of economic depression 
is a fresh political lurch in the direction 
of just such legislation and a fresh in- 
vocation of its enforcement. Just now 
there are no signs of an impending 
period of economic depression but it is 
reasonable to expect that some day it 
will come. If we as the men charged 
with the wise administration of our 
banking system, because we are charged 
with the wise administration of our own 
banking institutions, should allow our- 
selves to be guided into courses alien 
to American traditions we may reckon 
upon hearing in such a period of de- 
pression the voice of the specious politi: 
cal agitator calling for “more socialized 
banking.” 

We as a people, have, in the long 
run, and will always, in the long run, 
interpret equality of opportunity not 
as meaning a chance for everybody to 
be a hired man but as a chance for every 
American who has the ambition, will 


and ability, to become the owner of his 
own business, run his own show, be his 
own boss. I know of nothing in our 
national economy which seems to me 
to stand so signally for the preservation 
of equality of opportunity as our in- 
dividual banking system. Individualism 
is being submerged in other economic 
fields, as it is in politics. Our banking 
system is the stronghold of individual- 
ism. Economically, it may yet be the 
last citadel. 

Preservation of the individualism of 
American banking rests, in the last an- 
alysis, in the individual banker. He can 
save his individual freedom of indepen- 
dent initiative only by furnishing the 
most complete and best possible banking 
service to his community in accordance 
with sound banking principles and wise 
banking policies. He can help himself 
to this end by availing himself of all 
the possibilities which correspondent 
banking offers, and I pledge my institu- 
tion to your assistance in such a cause. 


Stock and Bond Flotations for First Nine 


Months 


EW public financing in the 
N United States during the nine 

months to September 30, 1929, 
excluding domestic and Canadian mu- 
nicipal, and all real estate issues, ag- 
gregated approximately $4,936,336,000 
as compared with . $3,999,067,000 for 
the same period of 1928. 

The compilation includes stock issues 
as well as bonds and notes. Preferred 
stocks of a set par were considered at 
par, while all no par stocks were cal- 
culated at public offering prices. The 
record was compiled from advertise- 
ments of syndicate offerings, and the 
head of the syndicate was assumed to 
be the firm appearing in the leading 
position in the advertisement. 

Harris, Forbes & Co. appeared as 
head of syndicate offerings totaling 
$355,712,000 and continued to lead in 
this respect. The National City Com- 


of 1929 


pany, while still ranking second in 
syndicates, headed with an aggregate of 
$229,184,000 (approximately $126,000,- 
000 less than Harris, Forbes & Co.) ac- 
counts, however, for the largest total as 
syndicate head or participant with 
$710,468,000. Lee, Higginson & Co. 
heading $205,672,000 has moved up to 
third position while Dillon, Read & Co. 
with $184,986,000 now occupies fourth 
place. 

An analysis of how this nine months’ 
financing was distributed shows that 
the financial and investment trust group 
leads with $1,917,575,000; public utility 
financing follows with $918,571,000 
while the oil industry ranks third with 
$2'71,599,000. 

The following is a condensation of a 
table, compiled under the supervision 
of Otto P. Schwarzschild, editor of 
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American Underwriting Houses and 


——e 


the fifteen leading investment houses 


Their Issues, 82 Beaver street, New during the first nine months of this 


York City, and shows the activities of 


As syndicate head 

$355,712 
229,184 
205,672 
184,986 
183,732 
172,750 
166,716 
141,000 
124,784 
112,203 
106,493 
104,852 
91,450 
82,448 
81,715 
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The financing for the nine months 
was distributed as follows: 


(Last three 
figures 
omitted ) 
$43,265 
43,340 
160,053 
9,164 
8,715 
89,711 
84,750 
57,612 
1,917,575 
74,252 
3,640 
18,457 
10,174 
16,870 
112,232 
83,268 
16,105 


Amusements 

Automobiles and accessories..... 
Aviation 

Building and materials 

Business and store equipment... 
Chemicals and drugs 

Coal, coke, etc. 

Construction and contracting.... 
Financial-investment trust, etc... 
Food products 

Glass and pottery 

Grain 

Hotels, restaurants and supplies. . 
Lumber 

Machinery 

Metals 


Motor transportation 


year according to business headed: 


(Last three figures omitted) 
As participant 

$253,900 
481,284 
272,100 
129,000 
92,000 
187,700 


Total 


$609,612 
710,468 
477,772 
313,986 
215,732 
360,450 
166,716 
266,750 
124,784 
191,402 
119,993 
410,697 
520,734 
563,485 
159,738 


271,599 
Perfumes and toilet articles..... 3,475 
Printing and publishing 
Public utilities 
Pulp and paper 
Radio and accessories 
Railroads 
Rubber 
Shipping 
Sporting. goods and military 
Stone and clay products........ 
MUMIMNENNY (<rslicl ose 'e ald cere Oca) chetansy aes 
Textiles 
Tobacco 
Wearing apparel 
Miscellaneous industrial and manu- 
facturing 
Canada-corporate 
Other foreign-corporate 
Other foreign-government 
municipal 


16,357 


88,700 
241,039 
173,856 


$4,936,336 





JouHn G. LONSDALE 
New president of the American Bankers Association; presi- 
dent of the MercantileCommerce Bank and Trust Company, 
St. Louis. 


Fifty-Fifth Annual Convention of 
American Bankers Association 


ginning September 30 national at- 

tention was directed toward San 
Francisco where bankers from all parts 
of the country were assembled at the 
Fifty-Fifth Annual Convention of the 
American Bankers Association. During 
these days newspapers throughout the 
land carried reports of the proceedings 
and the interest of the general public 
was aroused in some of the banking 
problems which during the rest of the 
year are of concern only to the banking 
world. 
In fact perhaps the chief advantage 
of these annual gatherings of bankers is 


es four days during the week be- 


that they serve to arouse and direct 
public opinion on matters of banking 
policy which really are of vital concern 
to every citizen. For the economic pros- 
perity of the nation is largely dependent 
upon the efficiency of the banking sys- 
tem and its ability to properly serve the 
needs of business. 

This year, as was to be expected, at- 
tention was generally focussed upon the 
opinions of two conflicting schools of 
banking thought—those who believe in 
the preservation of independent unit 
banking and those who favor the move- 
ment toward group or chain banking. 
Craig B. Hazlewood, president of the 
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Craic B. HAzLEwoop 


Retiring president of the American Bankers Association; vice- 
president of the First National Bank of Chicago. 


association, wishing to give fair recogni- 
tion to both opinions, arranged the pro- 
gram of the general sessions so as to 
give the champions of both sides an op- 
portunity to express their views. 

Unit banking was defended by 
George W. Davison, president of the 
Central Hanover Bank and Trust Com- 
pany, New York, and by Max B. 
Nahm, vice-president of the Citizens 
National Bank, Bowling Green, Ky. 
Owing to illness Mr. Nahm’s paper was 
read by William G. Edens, vice-presi- 
dent of the Central Trust Company of 
Illinois, Chicago. Group banking was 
advocated by Andrew Price, president 
of Marine Bancorporation, Seattle, and 
by Trevor O. Hammond, vice-president 
National Bank of Montana, Helena, 
Mont. 


CREDIT SITUATION DISCUSSED 


Besides the matter of unit and group 


banking, the 
732 


convention gave some 


thought and attention to the credit 
situation, particularly the steady and 
spectacular increase in brokers’ loans 
which has been a feature of the last 
year’s financial history. President 
Hazlewood, in his annual address, ‘flatly 
declared that the real responsibility of 
the bankers was to see that credit ex- 
tensions were not made in too large a 
proportion for the purpose of carrying 
stock market shares. He pointed out 
that the bankers themselves and not the 
Federal Reserve System were in the 
last analysis responsible for the man- 
ner in which the country’s credit is 
used. 

“We should bear in mind that we are 
the custodians of the credit of this 
country,” Mr. Hazlewood said. “The 
primary responsibility for the volume of 
bank credit that is used in this country 
is in our hands. This responsibility 
was ours before the establishment of the 





Rome C. STEPHENSON 
Vice-president St. Joseph County Savings Bank and president 
St. Joseph Loan and Trust Company, South Bend, Ind., who 
was elected first vice-president of the American Bankers 
Association. 


Federal Reserve System and it is ours 
today. 

“Let us see if we can think clearly as 
to the issues which are involved in the 
greatly increased demand for loans to 


carry securities. First of all, I believe 
we should recognize the fact that, 
whereas we are interested in the pros- 
perity and growth of our corporation 
customers, and whereas we are glad to 
increase, by reason of their growth and 
prosperity, the volume of credit we ex- 
tend to these corporation customers, 
yet we do not directly add one dollar 
to their growth and prosperity when we 
loan $100 today on a share of their 
capital stock as compared with $50 
that we may have loaned on the same 
share six months or a year before. 

“In other words, the increased vol- 
ume of credit as employed in carrying 
stocks at higher levels, does not add to 


the wealth of the corporation itself. 
The market value of the securities on 
the New York Exchange list alone in- 
creased from $60,670,000,000 on Janu- 
ary 1, 1925, to $124,230,000,000 on 
July 1, 1929, which is a heavy in- 
crease in quoted values after allowing 
for increases in the number of units 
listed. 

“The total amount of the new se- 
curities issued in 1928 was approxi- 
mately $10,000,000,000 and for the 
first eight months of 1929 was about 
$7,500,000,000. A large part of these 
securities will undoubtedly be found in 
our collateral vaults. 

“The banker’s chief responsibility is 
not the price at which securities are 
bought and sold; primarily, it is not his 
business to question the judgment of 
those who regard stocks as ten times or 
thirty times earnings. His real respon- 
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sibility, and one to which he must hold 
fast lest the credit fabric of the coun- 
try be stretched to the breaking point, 
is to see that not too large a proportion 
of the available credit of the country 
shall be used for the purpose of carry- 
ing stocks. There is a limit and a very 
definite one beyond which bank credit 
in this country must not be extended 
if we are to preserve our gold standard 
and it is unthinkable that the United 
States should abandon the gold stand- 
ard.” 

Reference to the credit situation was 
also made in the resolutions adopted by 
the convention in which it was urged 
that “the growing total of brokers’ 
loans be carefully studied, not through 
public investigation which is spectacular 
and unavoidably so, but on the basis of 
scientific research carried on quietly by 
those competent to get at the facts, 
evaluate them and recommend and 
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put into force such changes in pro- 
cedure, if any, as may be for the public 


good.” The complete text of the 
resolutions will be found elsewhere in 
this section. 


COMPTROLLER POLE ON BRANCH 
BANKING 


Perhaps the high spot of the conven- 
tion was the address of John W. Pole, 
Comptroller of the Currency, who ex: 
pressed his views quite frankly and out: 
spokenly on the subject of branch and 
group banking. His views were re- 
ceived with even more attention and- 
interest since they were supposed to be 
also those of the Treasury and indirectly 
the Administration’s. The complete 
text of Mr. Pole’s address will be found 
elsewhere in this section. 

The programs of the various sections 
and divisions were featured by many in- 
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teresting and important addresses on 
matters of direct concern to their mem- 
bers. The National Bank Division 
listened to “The Investment Policy of a 
National Bank” by Arch W. Anderson, 
vice-president Security-First National 
Bank, Los Angeles and “National Bank- 
ing Trend” by George W. Hamilton, 
vice-president Fourth National Bank, 
Wichita, Kan. 

The State Bank Division program 
was featured by a symposium and dis- 
cussion on the general subject of 
whether an agricultural section was best 
served by unit, group or limited branch 
banking. Other addresses were: ‘“Or- 
ganized Co-operation the Basis of Sound 
Banking” by S. L. Cantley, Commis- 
sioner of Finance, Jefferson City, Mo., 
and “Regional Co-operation Pays Divi- 
dends” by W. L. Brooks, president 


hinges National Bank, Bemidji, 
hes 


The Trust Company Division pro- 
gram included: “The Growing Impor- 
tance of the Trust Department in the 
Modern Bank” by James A. Bacigalupi, 
president Bank of Italy National Trust 
and Savings Association, San Francisco; 


“The Business Insurance Trust” by 
Hillsman Taylor, president Missouri 
State Life Insurance Company, St. 
Louis; “Protecting the Trustee” by Her- 
man Phleger, Dunne, Brobeck, Phleger 
& Harrison, San Francisco. 

The Savings Bank Division program 
included: “Leasehold Loans for Savings 
Banks” by Jay Morrison, vice-president 
Washington Mutual Savings Bank, 
Seattle; ‘““Today’s Laboratory Is Tomor- 
row’s Industry” by Rufus Bernhard von 
Klein Smid, president University of 
Southern California, Los Angeles. 

The proceedings of the various di- 
visions are reported in greater detail 
elsewhere in this section. 
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NEW COMMISSION CREATED 


An important feature of the con- 
vention was the adoption of the report 
of the executive committee, the most 


important part of which was the 
abolition of the Clearinghouse Section 
of the association in order to establish a 
Commission on Banking Practices and 
Clearinghouse Functions in its stead. 

In explaining the conversion, Presi- 
dent Hazlewood said: 

“The purposes of the old Clearing- 
house Section are very much the same 
as the purposes of the new commission. 
The probabilities are, however, that the 
new commission will be able to accom- 
plish its purpose in a little more inten- 
sive practical way.” 

Hal Lemon, chairman of 
commission, said: 

“In recent years the Clearinghouse 
Section of the American Bankers As- 
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the new 


sociation no longer merely represented, 
as it did in earlier years, a limited 
group of clearinghouse associations as 
such, but during the last few years de- 
veloped into what might properly be 
designated as an integrally organized 
department of the American Bankers 
Association, charged with the respon- 
sibility of studying and finding solu- 
tions to practical every-day banking 
problems and disseminating this infor: 
mation for the entire membership of 
the association. Hence in the last few 
years it has represented no particular 
division, section or group but addressed 
itself to all commercial banking prob- 
lems.” 

The Clearinghouse Section had be: 
come a practical fact-finding research 
laboratory of banking practices of the 
association, Mr. Lemon continued, and 
added that the term “clearinghouse” as 
applied to the section has, during the 
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last few years taken on an entirely new 
and enlarged meaning and deals with 
all commercial banking activities with- 
out regard to the nature of the charter 
of banking institutions, whether state 
or national. 


HAL Y. LEMON 


Hal Yates Lemon was born April 11, 


1883, in St. Joseph, Mo. He received 
his education at the St. Joseph High 
School, at the Princeton, N. J., Pre- 
paratory School and at Princeton Uni- 
versity. 

He started his business career as as’ 
sistant cashier of the Tootle-Lemon Na- 


tional Bank in St. Joseph and then 
went to a similar post in the National 
Bank of Commerce, Kansas City, later 
becoming vice-president of the institu- 
tion. He is now vice-president and a 
director of the Commerce Trust Com- 
pany, Kansas City. Mr. Lemon is also 
president of the Lemon Estate of St. 
Joseph and a director of the Missouri 
Valley Trust Company of that city. 

In the American Bankers Association 
he has been chairman of the Member- 
ship Committee, a member of the ex- 
ecutive committee of the Clearinghouse 
Section and vice-president of the sec- 
tion. 





Complete Banking 


and 


Trust Facilities 


CHEMICAL 
BANK 


& 
TRUST COMPANY 
NEW YORK 





The General Sessions 


Discussions of Unit, Group and Chain Banking Feature General 
Meetings 


to confine the general sessions to 

discussions of subjects of general 
public rather than banking interest— 
subjects in which every good citizen 
should be interested, whether he be a 
banker or not. Last year, for example, 
the topics were whether democracy can 
survive in an industrial civilization; the 
place of the Federal Reserve System in 
our banking structure and the real cause 
and cure for our farm problem. In- 
dividual and practical banking problems 
have been usually left for the divisional 
meetings. This year, however, most of 
the topics discussed at the general ses- 
sions were of direct banking significance 
and were vitally concerned with bank- 
ing practice and policy. 

Such a program was very much in 
keeping with the policy of President 
Hazlewood’s administration, which has 
taken as its keynote—Better Bank 
Management.” In line with this policy 
one of the featured addresses was that 
of H. N. Stronck, consultant in bank 
administration, whose subject was “An 
Approach to the Problems of Bank 
Management.” 

Mr. Stronck said in part: 


“The internal problems of bank 
management, prior to 1900, were not 
considered of national importance, but 
today, with the sad experience of the 
‘era of bank failures’ and the knowl- 
edge that many banking institutions are 
still subnormal either in financial or net 
profits position, the problem of bank 
management has come to the fore. 

“Bankers have come to the realization 
that practices which were thought to be 
sound in the past, are today both im- 
practical and unsound. Sound policies 
must he adopted by banks in order for 
them to survive and prosper. These 
sound policies must be developed 
throuzh intensive research and analysis, 


ie past years it has been customary 


a phase which is relatively undeveloped 
in the banking field. 

“Sound policies are the foundation 
upon which successful management 
rests. In the past, too many policies 


R. S. Hecut 
President Hibernia Bank and Trust 
Company, New Orleans, La., and 
chairman of the Economic Policy 
Commission of the A. B. A. 


have been formulated based upon opin- 
ion when they should be based upon 


facts. The substitution of facts for 
opinions is the basis of all modern ad- 
ministration and management progress, 
and the rate of this progress is con- 
trolled by the extent to which the 
methods of scientific investigation sup- 
plant the debating society methods in 
determining a basis for action. 

“Sound policies must be developed in 
respect to the financial program of a 
bank. Bankers must realize that a sound 
financial program is a prime requisite 
for a good banking institution. In this 
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program the proper diversification of 
the earning assets, and a proper balance 
between the different types of earning 
assets is made. It is management of 
financial position for both liquidity and 
profits. 

“Sound and definite local loan policies 
must be developed and adopted and it 
must be made certain that these policies 
are adhered to by all the loaning officers 
of the bank. 

“In addition to sound policies of 
financial program and loan administra- 
tion, a bank should have definite op- 
erating policies. These policies have to 
do with the procuring of the ‘raw ma- 
terial’ in the form of deposits, the ac- 
curate handling and recording of trans- 
actions at as low a cost as possible, and 
the checking and verifying of assets and 
liabilities. 

“The payment of interest on demand 
deposits is a problem which the banker 
must face in metropolitan areas. The 
country banker faces the problem of 
small checking accounts. In order to 
meet this problem, service fees have been 
introduced, but they are of a very ele- 
mentary character since they apply to 
all accounts below a certain size regard- 
less of activity. Instead of this elemen- 
tary way of treating unprofitable check- 
ing accounts, a new viewpoint should be 
adopted. It should be realized that 
there is no connection between the 
funds on deposit and the service ren- 
dered to the account. The bank should 
pay interest to obtain the money and 
the rate of interest should fluctuate 
with the money market rates. If the cus- 
tomer then desires to ‘purchase’ a serv- 
ice from the bank in the form of the 
convenience to draw checks or collect 
items deposited, he should pay the 
bank for the cost of this service and a 
commensurate profit thereon. When 
checking accounts are treated in this 
way, the banks will have an equitable 
basis for interest paid and charges on 
checking accounts. A policy must be 
sound; must be understood; must be 
applied. 

“The determination of sound policies 
is 2 problem of research and analysis; 
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the problem of making these policies 
understood is one of education. Bank- 
ers, as a class, have been among the 
greatest supporters of educational and 
research movements in other more gen- 
eral fields and I believe the time has ar- 
rived when they should think seriously 
in applying that old adage ‘charity 
begins at home.’ 

“To insure that sound policies be 
applied—this is the most difficult prob- 
lem of all. Even on such an elementary 
change as the application of service 
charges, but relatively little progress has 
been made. Many bankers must admit 
that the only real reason for their non- 
adaption is a lack of courage. In 
order to create an impetus toward the 
application of sound policies, those 
who come periodically in direct contact 
with banks should make this one of 
their major activities. By these, I mean 
the representatives of the regulating 
bodies—national and state bank ex- 
aminers. I believe that the personnel 
of these organizations should be in- 
tensively trained in sound policies, ap- 
plicable to all functions of banking so 
they can perform a most constructive 
piece of work in encouraging the bank- 
ers to actually apply them.” 


THE VALUE OF “CORRESPONDENT 
RELATIONS” 


As a champion of unit banking 
George W. Davison, president of the 
Central Hanover Bank and Trust Com- 
pany, New York, made a most favor- 
able impression on the convention. His 
address in full is published in this num- 


ber. 


“Long prior to the creation of the 
Federal Reserve System, banks through- 
out the country established relations 
with banks in the principal cities as de- 
positories for portions of their funds; 
as correspondents who could be con- 
sulted about all kinds of problems and 
to which the depositing banks could 
turn for co-operation in meeting the 
credit requirements (and for many 
decades the currency requirements) of 
their vicinities. 


Mr. Davison said in part: 
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“Our correspondent banking safe- 
guards the individual initiative and the 
independence of banks everywhere. I 
think it almost not too much to say that 
close relations formed by the indepen- 
dent banks themselves with strong in- 
stitutions of their own choosing in the 
financial centers of the country, now 
more than ever, can contribute to the 
protection of those popular liberties 
which are associated with our American 
tradition and of the independence of 
the individual and the right of every in- 
dividual citizen to equality of opportu- 
nity.” 


ANOTHER DEFENDER OF UNIT BANKING 


Unit banking found an able pro- 
ponent in Max B. Nahm, vice-president 
of the Citizens National Bank, Bowling 
Green, Ky. Mr. Nahm was unable to 
attend the convention due to illness 
but his paper was read by William G. 
Edens, vice-president of the Central 
Trust Company of Illinois. Mr. Nahm 
made an eloquent plea for the preserva- 
tion of that individualism which is char- 
acteristic of the American people and 
which has made possible the remark- 
able and rapid) development of the na- 
tion. He contended that a combination 
of local management and local capital 
was best calculated to promote local en- 
terprise, which he claimed was only 
possible under a system of individual or 
unit banks. 

“Absentee ownership with no com- 
munity love is not a cure-all,” said Mr. 
Nahm, “nor is a morning letter to a 
manager telling him what rate to 
charge, what to advertise, and what to 
say to clients. It requires a high grade 
of talent to operate a bank successfully 
in small towns and I know some that 
would be fifty-thousand-dollar men in 
big cities. That grade of talent cannot 
be bought or hired. It must work for 
itself. Small banks are bankers’ uni- 
versities and graduate some of the 
world’s greatest geniuses. Leash that 
man to a boss and in five years he will 
deteriorate to mediocrity if he stays. 

“Most country bank failures originate 
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in frozen real estate loans. In an agri- 


cultural community it requires high abil- 
ity to furnish proper credits and avoid 
excessive farm loans. Several joint stock 
loan banks have stumbled into receiver- 
ship because of that difficulty, and in- 
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Vice-president Commerce Trust Com- 
pany of Kansas City and chairman 
of the new commission on Banking 
Practices and Clearing-house Functions. 


surance companies furnish livings for 
lawyers in foreclosure proceedings as a 
penalty for overloaning on farms. 

“Only the well posted unit banker 
thoroughly identified with his com- 
munity can solve that problem—nay 
more, can assist and develop the worthy 
individual through an intimate knowl- 
edge of his affairs and can check the 
schemes of a rascal.” 


DEFENDS GROUP BANKING 


On the opposite side of the fence 
from Mr. Nahm and Mr. Davison was 
Trevor O. Hammond, vice-president of 
the National Bank of Montana, Helena. 
In introducing him President Hazle- 
wood said: 
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“The program continues then with 
an address by one of us. When I say 
that, I mean that it will be given by a 
banker who runs a bank in this far 
West, a very fine bank, who runs it 
in a common every-day way. He has 
chosen to affiliate himself with one of 
the large groups of this country. His 
views leading up to his decision to- 
wards that move will be, I am sure, 
quite interesting to you.” 


The Northwest is playing a large 
part in the group banking movement, 
said Mr. Hammond, and the group to 
which he belongs was formed because 
it is believed that it is the best way to 
facilitate and advance the present busi- 
ness and future growth of the Ninth 
Federal Reserve District, which includes 
the states of Minnesota, North Dakota, 
South Dakota, Montana, the northern 
part of Michigan and the northern 
part of Wisconsin. 

“You need have no fears that we 
plan to become part of a national 
chain,” said Mr. Hammond. “This 
group is designed to serve the North- 
west territory solely and exclusively and 
the distribution of its stock in small 
units over the Northwest makes it un- 
likely that control could ever pass to 
outside hands.” 

Of group banking in general and its 
rapid recent development, Mr. Ham- 
mond said: “If public opinion and busi- 
ness progress go hand in hand with big 
business and merging of capital for the 
good of all, group banking must be the 
solution in those states which prohibit 
branch banking; and, if big business 
and larger units be the order of the day 
in other lines—then banking must fol- 
low or lead.” 

Mr. Hammond declared that the 
Northwest had been retarded in its 
progress and development because of 
unsettled and unsatisfactory general 
banking conditions, brought about chiefly 
through economic conditions. He ex- 
plained that the grouping plan definitely 
contemplates the retention of the local 
management and control of the affairs 
of the bank in the hands of those men 
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who have heretofore shown their ca- 
pability and the central office is being 
set up with that defined purpose in 
mind. Only banks of the highest stand- 
ing and of a known and long record 
for integrity, success and earning power 
have been invited to affiliate in the new 
movement. 

Mr. Hammond said that those who 
had joined the group believed they had 
advanced five years in a few weeks. He 
thought that those who were com- 
mitted to the Federal Reserve System 


J. H. PuELicuer 


President Marshall © IIsley Bank, 

Milwaukee, Wis., and chairman of 

the foundation trustees of the asso- 
ciadion. 


must approve the group plan in theory, 
for within the credit limits of the group, 
group banking will furnish that same 
mobility and expansion of credit to 
meet seasonal and local demands that 
commends itself as a virtue in the Fed- 
eral Reserve System. 

Mr. Hammond expressed the belief 
that favoritism toward some industry or 
interest from the group management 
was less to be feared than the. attitude 
of a “fickle Congress,” with the power 
of legislation and “the impulse of poli- 
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tics” to change the Federal Reserve law 
to the prejudice of any industry. As 
to apprehension about local bank off- 
cals having to give way to “clerks” 
under the group banking arrangement, 
Mr. Hammond asked whether such 
great railroad systems as the Great 
Northern and the Southern Pacific were 
of less service today to the communities 
they serve than at the time before their 
formation when a number of small 
railroad units, from which they were 
formed, served these territories. “Can 
you not see,” he asked, “in the develop- 
ment of the strong modern railroad sys- 
tem from the weaker units an omen of 
the efficient service the future bank 
group will be rendering the territory it 
serves?” 

Mr. Hammond said it must be ad- 
mitted that, instead of being in advance, 
the banking facilities of the United 
States, taken as a whole, are behind the 
progress “of each transportation, com- 
munication and factory mass produc- 
tion” and far behind the general public 
in disposition to worldmindedness in the 
matter of disposing of surplus produc- 
tion in the world markets. 

Mr. Hammond said that no part of 
the country has richer or more varied 
resources than the states in the Ninth 
Federal Reserve District. Its fuel and 
energy resources include a tenth of all 
the potential hydro-electric power in the 
United States; its supply of minerals 
and raw materials for industry is im- 
mense; and agriculturally it is one of 
the most important districts in the 
country. 

“If in the Northwest we are to go 
forward in this age of mass production 
and expanding markets,” he said, “we 
must have the service of strong bank- 
ing facilities, whose interests are linked 
with ours and who know our prob- 
lems, so that we will be independent 
of the distant money centers; we must 
have the assistance of men experienced 
in the larger financial operations and 
world-wide market demands to get the 
best markets; we must have the super- 
vision of men with a life training in 
banking so that we may in a measure 


avoid in future the ruin brought upon 
our depositors, directors and stockhold- 
ers by the collapse of 30 per cent. of 
the banks in the Ninth District from 
1922 forward, in large measure through 
the mistakes of amateur bankers.” 


ADVANTAGES OF GROUP BANKING 


Andrew Price, president of Marine 
Bancorporation, Seattle, also defended 
group banking and pointed out the fol- 
lowing advantages which he claimed for 
this system of banking: 

1. Preserves many of the ideals of 
American unit banking, such as re- 
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tention of local management and per- 
sonnel. Through broad dissemination 
of stock of holding companies in com- 
munities which the group serves, local 
interest and substantially local owner- 
ship is preserved. 

2. Provides a vehicle for assembling 
large blocks of capital so essential to 
safe and sound banking. 

3. Makes possible improved prac- 
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tices such as better accounting and audit- 
ing methods; central investment organi- 
zations under the direction of experts 
whose facilities are available for the 
service of member banks and customers. 

4. Provides greater mobility of 
banking funds. Desirable loans too 
large for an individual bank, can be 
handled by division with the members 
of the group. Excess funds of one mem- 
ber bank can be employed by other 
member banks with profit to both. 
Greater diversification of risk is pos- 
sible. 

5. Enables individual bankers, con- 
trolling their own institutions, to con- 
vert their own bank stock investments 
into stock having a broader market. 

6. Operating economies such as joint 
advertising, joint purchasing and elimi- 
nation of unnecessary duplication of 
service. Reduction of credit losses. 


THE NEW OFFICERS 


The following officers were elected to 
serve for the ensuing year: President, 
John G. Lonsdale, president Mercantile- 
Commerce Bank and Trust Company, 
St. Louis; first vice-president, Rome C. 
Stephenson, vice-president St. Joseph 
County Savings Bank, South Bend, 
Ind.; second vice-president, Harry J. 
Haas, vice-president First National 
Bank, Philadelphia. 

John G. Lonsdale was left an orphan 
in 1878 at the age of six, when his 
parents fell prey to the scourge of yel- 
low fever that swept Memphis, Tenn., 
their home. He has risen solely by his 
own efforts to a commanding position 
in the world of finance. 

Beginning business life at 18 as a 
clerk in the real estate office of an 
uncle in Hot Springs, Ark., he has as- 
cended in the intervening years to con- 
stantly higher posts until today finds 
him head of the Mercantile‘Commerce 
Bank and Trust Company of St. Louis, 
one of the great banks of the nation. 

Believing that a complete mastery of 
details is always essential in any task 
young Lonsdale went out of his way to 
shoulder responsibilities in his uncle’s 


real estate office, and within a year and 
a half his business ability was so well 
proven he was made a member of the 
firm. 

As the youth went about his self- 
appointed tasks each day, he was more 
and more impressed with the need of a 
railroad between Hot Springs and Lit- 
tle Rock. More mature heads had been 
inspired by the same vision but had 
met defeat in trying to obtain a right- 
of-way. 

Here was a direct challenge to this 
young man of vision. “Why can’t it 
be done?” he asked himself, with the 
same confidence and self-assurance that 
have followed his life’s activities. 

With dogged determination, the 20- 
year-old youth set out—sometimes on 
pony, sometimes on foot—in what- 
ever spare time he could command, to 
interview landowners and choose the 
best localities for a road-bed. Much to 
the amazement of observers, every foot 
of the 65-mile roadway was obtained, 
finances were pledged, and the railroad 
built. Obstacles there were in plenty 
before the first train was run, but they 
all were surmounted in time, and the 
railroad is still in use today as a part 
of the Missouri Pacific system. 

Highlight No. 2 of Mr. Lonsdale’s 
career followed closely on the heels of 
his railroading success. Observing that 
business leaders on vacation at Hot 
Springs had no way of keeping in touch 
with home and eastern markets, he fitted 
up a brokerage office, building a direct 
telegraph service. Thus he came in al- 
most daily contact with men of finance, 
and it was but natural that his en- 
gaging manner should win him exten- 
sive patronage and valuable friendships. 

In a short time, before he had 
reached the age of 30, he had become 
a prominent figure in the brokerage 
world and eastern bankers and brokers 
were bidding for his services. In 1904 
he consolidated his firm with the firm 
of Logan & Bryan and became their 
New York partner. 

Within the next ten years Mr. Lons- 
dale’s name was more firmly impressed 
than ever on Wall Street. He handled 
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large deals, and.won fame and success 
as a financier, his income being rated 
at over $200,000: a year. 

One day his financial ability came to 
the attention of the National Bank of 
Commerce in St. Louis. At that time 
the bank was in need of a man of 
financial wisdom and vision. And so 
it came to pass in 1915 that Lonsdale 
was called upon to assume the presi- 
dency, a position which he held until 
the merger of the National Bank of 
Commerce with the Mercantile Trust 
Company on May 20 of this year. In 
the consolidated bank, known as the 
Mercantile‘Commerce Bank and Trust 
Company, he is president, with in- 
creased duties and responsibilities. 

In St. Louis Mr. Lonsdale soon be- 
came a leader. He not only met and 


solved the intricate problems that arose 
in the reorganizing of the National 
Bank of Commerce, but found time to 
. take a hand in various civic movements. 
Within five years he had become so 
firmly rooted in community activities 


that he was appraised by one editor as 
being “worth more than a_ million- 
dollar plant to the city.” 


ROME C. STEPHENSON 


Rome C. Stephenson first became as- 
sociated in the work of the American 
Bankers Association in 1909, as a mem- 
ber of the executive committee of the 
Savings Bank division. The next year 
he was appointed chairman of the ex- 
ecutive committee, and later was chosen 
vice-president and president of the 
division. He was a member of the A. 
B. A. Council from Indiana in 1918 
and was a member at large of the ex- 
ecutive council during the regimes of 
President Knox and President Puelicher. 

Mr. Stephenson has also been active 
in the Indiana Bankers Association, 


serving both as vice-president and presi- 
dent. 


751 


Harry J. Haas was born January 20, 
1879, in lower Luzerne County, Penn- 
sylvania. He attended the public school 
in Berwick, Pa., Wyoming Seminary, 
and College of Business at Kingston, 
Pa., and the University of Pennsyl- 
vania, Evening School of Accounts and 
Finance, Philadelphia. He also was 
graduated from the study courses of the 
American Institute of Banking. While 
attending school he was a summer 
clerk in the First National Bank of 
Berwick, his first steady bank position in 
1902 being as teller in the Berwick Na- 
tional Bank. Then he became assistant 
treasurer Berwick Savings and Trust 
Company; secretary and _ treasurer 
Farmers & Mechanics Trust Company, 
West Chester, Pa.; assistant cashier 
Merchants National Bank, Philadelphia; 
and assistant cashier First National 
Bank, Philadelphia. In 1913 he entered 
his present position. He is also a di- 
rector in the Merion Title and Trust 
Company, Ardmore, Pa.; Belber Trunk 
and Bag Co., Philadelphia; Oshkosh 
Trunk and Bag Co., Oshkosh, Wis.; 
and chairman of the Banking and Cur- 
rency Committee, Philadelphia Chamber 
of Commerce. 

In banking association activities Mr. 
Haas has served as president of the 
Pennsylvania Bankers Association, and 
is a charter member of the Association 
of Reserve City Bankers. He is the 
organizer and president of the Bank 
Officers’ Club of Philadelphia. In the 
activities of the American Bankers As- 
sociation Mr. Haas was chairman for 
several years of the Membership Com- 
mittee, chairman of the Protective Com- 
mittee, member of the Legislative Com- 
mittee, Executive Council, Adminis- 
trative Committee, Executive Committee 
National Bank Division, vice-president 
National Bank Division, and _ vice- 
chairman of the Executive Committee 


for the convention of the association in 
Philadelphia, 1928. 
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The President’s Address 


Hazlewood Says Bankers Show Increasing Willingness to Consider 
No Tradition as Fixed 


By Craic B. HAZLEwoop 


Vice-President First National Bank of Chicago, President American 
Bankers Association. 


HE general subject to which I 
Tat give attention today is, I be- 

lieve, clearly prescribed by the oc- 
casion. This is a highly important 
period in the banking business. We are 
witnessing some of the most outstand- 
ing developments, the most significant 
changes and the most constructive think- 
ing in banking history. It may be well, 
therefore on this occasion, for us to 
pause and evaluate those factors in our 
banking progress in the last year which 
seem certain to project their influence 
far into the future. 

We have had on the one hand a dec- 
ade in which the percentage of bank- 
ing failure has been beyond reason. Dur- 
ing the last year the attack on this 
problem of bank failures through sound 
thinking and able bank management has 
reached a new crest, with results that 
justify the American faith in its busi- 
ness leadership. 

On the other hand—stimulated in 
some cases by the need for better man- 
agement and stronger foundations—we 
have had a startling increase in the trend 
toward bank holding companies, chain, 
group and branch banking. 

It is not the desire nor, may I add, 
the province of the president of this 
association to debate from this platform 
the merits or demerits of this trend in 
the banking system. I know that a 
number of bankers have been engaged 
recently in a strategic retreat from the 
ranks of unit bankers. I know that if 
the unit banking system has had its 
faults, it has also had its virtues. 

During the last year there have been 
upward of 1000 banking consolidations, 
all of which presumably represent the 
response of the banking business to eco- 


nomic forces that require a greater 
economy in operation, greater use of the 
limited number of thoroughly capable 
banking executives qualified to meet to- 
day’s intricate and gigantic financial 
problems, and larger reservoirs of capi- 
tal to undertake the greater financial 
burdens of this new business epoch— 
not to speak of the elimination of waste- 
ful competition. 

Ten banks today have combined re- 
sources of ten billions. One per cent. 
of our banks control approximately 
three-fourths of the nation’s commer- 
cial deposits, leaving one-fourth to the 
remaining 99 per cent. 

A free initiative has built America. 
Every pioneer was for himself. United 
action has always been characteristically 
and democratically free. In the same 
spirit, American banking has developed, 
with each unit detached and indepen- 
dent—in sharp contrast to the many 
other countries where branch banking 
and a central government bank have al- 
ways been a traditional and accepted 
trend. 

I can, however, conceive of a banking 
system which will discard any of the 
possible disadvantages of the banking 
system of yesterday, and eventually de- 
velop a perfected system which will pro- 
vide every community with complete 
banking facilities, without taking from 
it that initiative which has contributed 
so large a part to the upbuilding of 
economic America. 


BANKS IN PUBLIC EYE TODAY 


Our banks and banking system are to- 
day very much in the public eye. Thou- 
sands of banks have become self con- 
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LIABILITIES 
Capital Paid Up $ 34,789,920.00 
Reserve Fund 34,789,920.00 
Undivided Profits 2,361,085.71 
Dividend No. 168 payable 3rd September 1929  1,039,593.88 
Notes in Circulation 43,502,036.94 
Deposits 731,181,126.64 
Due to Other Banks 28,478,800.97 
Bills Payable (Acceptances by London Branch) 2,000,631.92 
Letters of Credit outstanding 48,449,749.39 


$926,592,865.45 


ASSETS 
Cash on Hand and in Banks $111,919,579.72 
Deposit in the Central Gold Reserves 11,400,000.00 
Government and Municipal Securities 101,533,471.25 
Railway and other Bonds, Debentures and Stocks 18,495,422.33 
Call Loans in Canada 67,415,172.22 
Call Loans elsewhere than in Canada 51,137,612.18 


$361,901,257.70 


Loans and Discounts 496,317,857.60 
Liabilities of Customers under Letters of Credit as 

per contra 48,449,749.39 
Bank Premises ............. 15,306,768.00 
Real Estate other than Bank Premises 1,594,498.38 
Mortgages on Real Estate sold by the Bank ......._ 1,372,734.38 
Deposit with Dominion Government for Security 

of Note Circulation 1,650,000.00 
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scious about old-fashioned and slipshod 
operative and administrative procedure. 
The principles of scientific management 
and the lessons gained from widely 
gathered data have been translated into 
better bank management in practically 
every alert banking institution. 

Bankers have learned to measure 
themselves by the needs and require- 
ments of their customers as well as the 
expectations of their stockholders; not 
only have they become sales-minded and 
market-wise; but they have also taken 
to themselves those lessons of rapid turn- 
over, economical operation and small 
profits, oft repeated, upon which the 
prosperity of our chain stores, our fac- 
tories, our utilities, our railroads, has 
recently towered so high. 

It has been the particular aim of this 
administration of the American Bankers 
Association to promote in every possible 
way the important development toward 
better management, especially in the in- 
terests of country banks. The new spirit 
in banking today is a spirit of discon- 
tent with lax management—of deter- 
mination to bring bank management 
standards to the highest levels known 
in business. This spirit has found ex- 
pression in various ways, but in none, 
I believe, more important than in the 
Mississippi Valley Conference on Com- 
mercial Bank Management held in 
March of this year—the first meeting in 
banking history which had as its sole 
purpose the practical problems of better 
bank management. 

The Clearing House Section of the 
association has devoted a major part of 
its activities in the last twelve months 
to research and study relating to bank 
management, particularly for the smaller 
banks. The results of this research have 
been made available to all members of 
of the association, through their respec- 
tive divisions, in the form of a series of 
booklets, the first three of which have 
already gone into use. ‘These booklets 
deal in a more complete and specific way 
than ever before and with loan adminis- 
tration policies, profit and loss opera- 
tions and secondary reserves and security 
buying. Other studies on equally im- 


portant phases and functions will fol- 
low at regular intervals. 


MANAGEMENT KEY TO PROFITS 


Bankers have found that management 
is superior to conditions and that, in the 
long run, the difference between banks 
that are liquid and non-liquid, safe and 
unsafe, profitable and unprofitable, out- 
standingly successful or deplorably lack- 
ing, rests upon just one factor—intelli- 
gent management. We are becoming 
intolerant of inexpertness in bank ad- 
ministration. We are firmly resolved 
that bank management shall be put upon 
a scientific basis, with maximum serv- 
ice, increased efficiency and greater 
profits as the final test. No longer can 
we overlook the imperative necessity of 
bringing every bank into line with the 
demonstrated facts and statistics of sound 
management. President Hoover has 
said, “I was taught young the potency 
of truth, that it would prevail. The 
raw material of truth is facts. Statis- 
tics are not mental exercise; they are the 
first steps to right decisions, to en- 
lightened action, to progress itself.” 


CONSIDER NO TRADITION AS FIXED 


If I were to isolate what I consider 
the master tendency in recent months 
in the banking business, I should say 
that it is the increasing willingness of 
bankers everywhere to consider no tra- 
dition as fixed, no practice beyond re- 
consideration, no intelligent criticism un- 
worthy to be heard. When you have 
such an attitude of humility and alert- 
ness—an attitude never so true as now 
in banking history—accelerated progress 
will be made in a degree almost beyond 
prophecy. 

It is chiefly within the last year that 
the seemingly ever present credit prob- 
lem has come to the front in a new 
and problematical way. This develop- 
ment merely emphasizes the necessity 
for more expertly trained bank officers, 
and for the gradual upbringing of more 
bankers of broad vision, sound economic 
background, and who demand the time 
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to think out solutions for these new 
problems of major importance which I 
suspect we shall more and more en- 
counter in our profession. 

Credit is the medium through which 
the banking business renders most of its 
service. There has always been recog- 
nition among American bankers of the 
importance of providing sufficient credit 
for legitimate business purposes and of 
distributing this credit in just and even 
handed measure. We should bear in 
mind that we are the custodians of the 
credit of this country. The primary 
responsibility for the volume of bank 
credit that is used in this country is in 
our hands. This responsibility was ours 
before the establishment of the Federal 
Reserve System, and it is ours today. 
The sum of the credit that we have 
available is that of our deposits plus our 
capital funds, and less our cash reserves. 
The range of our action is, therefore, 
to be found within the following bound- 
aries: a position of strong cash and 
secondary reserves and large invest- 
ment holdings on one hand compared 
with meager cash reserves, no invest- 
ments, no secondary reserves, and re- 
discounting for as much as we can ob- 
tain. This range may easily represent 
50 per cent. of our total available re- 
sources. Furthermore, we determine 
the character of loans we will make— 
whether all will be for commercial, or 
agricultural purposes, or part for carry- 
ing securities. There is no law in any 
state or in the nation, except as to cash 
reserves and excess loans, which pre- 
scribes our course, either with regard 
to the liquidity of our bank, the per- 
centage of local loans we make, or the 
purpose for which the proceeds of our 
loans is to be used. 


THE SECURITIES’ LOAN PROBLEM 


Let us see if we can think clearly as 
to the issues which are involved in the 
greatly increased demand for loans to 


carry securities. First of all, I believe 
we should recognize the fact that, where- 
a8 We are interested in the prosperity 
and growth of our corporation cus- 
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tomers, and whereas we are glad to 
increase, by reason of their growth and 
prosperity, the volume of credit we 
extend to these corporation customers, 
yet we do not directly add one 
dollar to their growth and prosperity 
when we loan $100 today on a share 
of their capital stock as compared with 
$50 that we may have loaned on the 
same share six months or a year before. 
In other words, the increased volume 
of credit as employed in carrying stocks 
at higher levels does not add to the 
wealth of the corporation itself. The 
market value of the securities on the 
New York Exchange list, alone, in- 
creased from $60,670,000,000 on Janu- 
ary 1, 1925, to $124,230,000,000 on 
July 1, 1929, which is a heavy increase 
in quoted values after allowing for in- 
creases in the number of units listed. 
The total amount of the new securities 
issued in 1928 ‘was approximately ten 
billion dollars and for the first eight 
months of 1929 was about seven and a 
half billions. A large part of these 
securities will undoubtedly be found in 
our collateral vaults. 


BANKER’S CHIEF RESPONSIBILITY 


This brings us to the second point. 
The banker’s chief responsibility is not 
the price at which securities are bought 
and sold; primarily, it is not his business 
to question the judgment of those who 
regard stocks as worth ten times or thirty 
times earnings. His real responsibility, 
and one to which he must hold fast lest 
the credit fabric of the country be 
stretched to the breaking point, is to see 
that not too large a proportion of the 
available credit of the country shall be 
used for the purpose of carrying stocks. 
There is a limit, and a very definite one, 
beyond which bank credit in this country 
must not be extended if we are to pre- 
serve our gold standard, and it is un- 
thinkable that the United States should 
abandon the gold standard. 

Each of us as a bank manager is re- 
sponsible for the condition of his own 
institution. It is definitely known that 
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many of our banks, and especially some 
institutions in our larger cities, have in- 
creased their loans on collateral securi- 
ties to peaks never before attained. 
Some of them are over-loaned—in some 
cases they are borrowers and in some 
cases, even if they are not borrowers, 
they have exhausted their secondary re- 
serves. I know of a considerable number 
of large city banks whose only recourse 
to meet a new and extraordinary demand 
or withdrawal of deposits, aside from 
calling customers’ loans, would be bor- 
rowing at the Federal Reserve bank. 
Banks in this position are not entirely 
happy with the situation and many of 
them in the last sixty days have been 
refusing to make additional loans to 
carry securities. I know of no banks 


that are refusing to make legitimate com- 
mercial loans to which customers may 
be entitled. With the enormous increase 
in new securities which have been issued 
at higher loaning values, the pressure 


on our banks this year for collateral 
loans has been exceptionally large when 
added to the regular commercial demand. 
The level of interest rates at 6 per cent. 
and up, as compared with an average of 
pethaps 5 per cent. which ordinarily 
prevails in the late fall, is a clear indica- 
tion of this condition. Business appears 
to have adjusted itself to a 6 per cent. 
rate and is going along about as usual. 


It may be fairly said that many con- . 


servative bankers in this country are 
gravely alarmed over the mounting 
volume of credit that is being employed 
in the carrying of security loans, both 
by brokers and by individuals. If, then, 
we as commercial bankers admit to our- 
selves our responsibility in the matter 
of the amount of credit which is passed 
out over our counters, ought we not 
take careful heed of the situation as it 
applies to the country as a whole, even 
though our own particular institutions 
may happen to be in very liquid shape, 
with ample reserve loaning power? Shall 
we not think and act together to the 
end that nothing shall prevent our com- 
bined ability to take care of industry, 
commerce and agriculture? 


FUNCTION OF RESERVE 


Someone may ask: What is the role 
of the Federal Reserve System in this 
connection?—Is it not their sole func- 
tion to look after the credit condition 
of the country, and should we not give 
them full credit or blame for a good 
or bad condition of affairs. I believe 
not—I believe that we have been some- 
what too inclined to “pass the buck” 
to them. Certainly they have a re- 
sponsibility in this connection, but the 
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President Columbia National Bank, 
Kansas City, and ‘chairman of the 
taxation committee. 


Federal Reserve System, as I see it, 
furnishes a marginal element in the de- 
mand and supply for credit. It is a well 
known law of economics that the margi- 
nal demand and supply usually deter- 
mines the price of a commodity. As I 
see it, the Federal Reserve banks take 
care of the marginal demand for credit 
through their rediscount operations, and 
sometimes in their open market opera- 
tions. They take care of the marginal 
supply or excess of credit, frequently in 
their bank acceptance operations, gov- 
ernment security buying and other open 
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market trading. Thus they help to 
preserve a balance in the credit structure 
and furnish a factor of safety and level- 
ing which was not present before the 
inauguration of the system. In the face 
of the tight money situation which pre- 
vails at the present time and to which 
we have referred, the Federal Reserve 
System is today in a very strong reserve 
position. There is found in this condi- 
tion a very real source of confidence in 
our ability to withstand successfully any 
extraordinary credit strain. There are 
some who have asserted the policies of 
the Federal Reserve Board have been 
weak and uncertain. However this may 
be, it should be pointed out that the 
individual Federal Reserve banks have 
placed themselves in a position of pre- 
paredness. 

So far as our own relations as bankers 
with the Federal Reserve banks are con- 
cerned, I think we may lay down some 
fundamental principles. The Federal Re- 
serve System is for our use in emergen- 
cies, to carry us over peak periods, to 
influence the general credit situation 
through its open market operations, and 
to be the custodian of the country’s gold 
supply, upon which all credit is based. 
The Federal Reserve System does not 
operate for the purpose of adding perma- 
nently to the funds which we dispense 
to our customers, nor to enable us to 
make an additional profit through redis- 
counting at a better rate, nor to make 
it possible to take care of customers who 
desire to purchase or hold securities 
after the loanable funds of our banks 
have been exhausted by commercial or 
agricultural loans. The responsibility 
for seeing to it that the facilities of the 
Federal Reserve banks are not im- 
properly used, rests in the first instance 
on those of us who are managing mem- 
ber banks of the Federal Reserve 
System. 

I cannot close this review of the last 
year without expressing my grateful 
appreciation for the splendid co-opera- 
tion of the headquarters staff of the 
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association. Members of the staff, par- 
ticularly the executive manager, have 
not only relieved the president from a 
great burden of work but they have 
aggressively and resourcefully partici- 
pated in promoting the many phases of 
I am deeply 


the association’s program. 
obligated to them. 

The time has been short, the problems 
multi-form, the pace strenuous. Whether 
in this brief twelve months your admin- 
istration has attained its one principal 
objective—the country-wide  develop- 
ment of better bank management—is 
not of so much concern. If we have 
been able to remove some obstructions 
in the path of progress on which the 
banking profession has for years irre- 
sistibly set itself—if we have been able 
in a degree to accelerate this develop- 
ment—if we have made better bank 
management a more tangible and feasible 
reality to only a few of the smallest 
banks in outlying communities—if we 
have brought to some members of the 
banking profession a new vision of their 
opportunities, a clearer perception of 
their responsibilities, and an increased 
devotion to their ideals, then we shall 
be most gratified. 

For the future, I can ask nothing 
higher nor better than that this great 
association may continue to dedicate it- 
self to President Hoover’s maxim that 
the truth will prevail. We need more 
patience, more faith, in the general 
purpose of our people and in the wisdom 
of ultimate economic developments. 
Our assurance for the future is in the 
fidelity with which we discharge each 
day’s responsibilities. Then let this great 
association continue to dedicate itself 
unselfishly, not only to the material 
progress and advancement of the indi 
viduals and institutions it represents, but 
also to the establishment of faith, service 
and honor as the only accepted and dis 
tinguishing characteristics of lasting suc’ 
cess and fame, and the only measure of 
true attainment which American busi 
ness may recognize. 





Pole Sees the Need of New Banking 
Legislation 


Comptroller Advocates Wider Branch Banking Privileges for 
National Banks 


By J. W. PoLe 
Comptroller of the Currency 


this country there have been evolved 

two types of banks; namely, the 
metropolitan bank which serves a city 
population and the larger business enter- 
prises, and the country bank which 
serves the rural communities and the 
independent business houses in the 
smaller cities. The metropolitan banks, 
by virtue of their large capital, their 
access to a great diversity of banking 
business and their ability to secure the 
most highly trained personnel, are in a 
prosperous condition and reflect (as all 
banks should) the general strength of 
industry and commerce. 

However, about three-fourths of the 
banks in the United States are outside 
of the metropolitan centers and it is 
these banks which serve the majority of 
our population. They necessarily have 
a small investment of capital funds be- 
cause there is not enough banking busi- 
ness in their localities to justify a larger 
capital. More than three-fourths of all 
national banks are capitalized at less 
than $200,000. The ratio is even less 
for the state banks. A study of bank 
earnings covering the last two or three 
years, which have been years of general 
business prosperity, shows that a large 
percentage of banks outside of the prin- 
cipal cities are operating with insufficient 
earnings. Taking 1927 as a typical 
year, 966 national banks operated at a 
loss, and an additional 2000 earned less 
than 5 per cent. In other words, about 
38 per cent. of all national banks earned 
for the year 1927 less than the yield of 
a high grade security. It is well known 
that the earning capacity of the general 


[' the course of the development of 


run of country national banks is cer- 
tainly not below that of the state banks 
similarly situated. 

Current statistics for state banks are 
incomplete for the whole country, but 
figures are available for the calendar year 
1926 which show that about 2000 state 
banks operated at a loss. The average 
earnings of all banks, national and state, 
in one of our great agricultural states 
for the years 1924 to 1928, inclusive, 
were less than 1!/2 per cent. on invested 
capital. In four other great middle 
western states comprising both agricul- 
tural and industrial activities 2053 
banks, national and state, earned in 
1927 less than 6 per cent. on invested 
capital. 

BANK FAILURES 


The inability of many country banks 
to earn a fair profit upon invested capi- 
tal is naturally reflected in the large 
number of failures which have occurred 
during the last eight years. From 1921 
to 1928 inclusive about 5000 banks 
closed their doors and tied up deposits 
of more than $1,500,000,000. Of this 
number, 700 were national banks and 
4300 were state banks. In four states 
from 40 to 53 per cent. of all banks in 
existence in 1920 failed; from 20 to 40 
per cent. in six states; and from 10 to 
20 per cent. in ten other states. Only 
two small Eastern States have had no 
bank failures within this period. Eighty 
per cent. of these failures occurred in 
cities with a population of less than 
three thousand and about 70 per cent. 
of the failed banks were capitalized at 
$50,000 or less. 
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I have, upon a previous occasion, dis- 
cussed the social and economic changes 
through which the rural communities 
have passed since the World War and 
I shall not go further into that question 
at this time than to say that the country 
bank faces vastly different conditions 
from those which confronted it in 1913. 

I do not wish to be misunderstood as 
putting all country banks into the same 
category. There are many country 
banks that are sound and prosperous 
because they are in a position to obtain 
diversification of their business or are 
managed with unusual skill and con- 
servatism. But surely the failure of 
between five and six thousand country 
banks to which the savings of small 
depositors had been intrusted is a 
serious indictment against the system of 
banking in the rural communities of the 
United States. The burden of these 
failures has fallen upon those least able 
to bear it, and they have suffered both 
as depositors and as stockholders. 

The principal remedy which has been 
tried in the past for bank failures is the 
Government guarantee of bank deposits. 
It may be definitely said that this remedy 
has failed wherever it has been adopted. 


There are those who have advocated. 


stronger capitalization and more capable 
management for the country banks. 
This doctrine has been preached for 
years without avail, for the simple 
reason that the local business is not of 
sufficient volume to justify the larger 
capital or the employment of a more 
highly trained management. Many 
causes have been assigned for bank 
failures in the country districts but one 
primary and fundamental cause covers 
all of the others; namely, that diversifica- 
tion of business is not generally possible. 
Without diversification, there can be no 
assurance of success in the long run. 
The condition which I have pointed 
out above is a present condition, for the 
figures which are available for the year 
1929 show that 52 national banks and 
403 state banks have failed within the 
last eight months. If these facts as to 
earnings and as to bank failures had 
been presented at the close of eight 


years of business stagnation and finan- 
cial depression there might be no cause 
for concern. But the contrary is the 
case. The last eight years have wit- 
nessed the greatest business activity, com- 
mercial expansion and financial strength 
the country has ever seen. Does not, 
therefore, the failure of so many country 
banks to share proportionately in this 
increased prosperity clearly indicate that 
there is a fundamental weakness in our 
banking system? Is it fair or just or 
reasonable to subject so many of our 
people to the hazards of continued bank 
failures? Where is the responsibility 
for this condition? It is not primarily 
upon the bankers. The responsibility of 
the banker is to operate his bank safely 
and profitably within the limits pre- 
scribed by law but the responsibility for 
the system of banking under which he 
operates is upon the Government of the 
United States in the case of national 
banks and upon the state governments 
in the case of state banks. I shall return 
to this consideration before I close. 


BRANCH BANKING 


In all of the current discussions of 
the country bank situation, branch bank- 
ing is involved in one way or another. 
Branch banking has existed in the 
United States in some form since the 
earliest times both under the authority 
of Acts of Congress and of state laws. 
Under the Federal Reserve Act and 
under the McFadden Bank Act of 1927 
national banks may establish branches 
in all foreign countries; in the insular 
possessions of the United States; and 
within the corporate limits of all large 
cities in which the head office of the 
bank is situated where the state law 
permits state banks to have branches. 
In the case of the establishment ot 
foreign branches, a national bank must 
have the approval of the Federal Reserve 
Board and in the case of a domestic 
branch, the approval of the Comptroller 
of the Currency. A number of states 
permit state banks to establish statewide 
branches but the establishment of any 
such branches debars them from member’ 
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ship in the Federal Reserve System. 
This restriction, however, has not been 
sufficient to restrain all state banks from 
establishing statewide branches under 
the authority of state laws. 

When the McFadden Act was under 
consideration, the extreme opponents of 
branch banking predicted that if na- 
tional banks were permitted to establish 
branches even within the cities in which 
they were situated there would be a 
great scramble for branches with a con- 
sequent confusion in the banking busi- 
ness accompanied by the danger of over- 
expansion. Such has not been the case. 

At the time the McFadden Act went 
into effect, namely, February 25, 1927, 
145 national banks were operating a 
total of 390 branches. On June 30, 
1929, about two and one-half years 
later, 164 national banks were operating 
992 branches, an increase of only 19 
banks and 603 branches. When it is 
considered that between 7500 and 8000 
national banks were in operation during 
this period, the establishment of 603 
branches throughout the whole of the 
United States must be considered as only 
nominal. In fact the rate of increase 
was about the same as that prior to the 
McFadden Act when a national bank 
could only acquire branches by purchas- 
ing a state bank with branches. At the 
time of the approval of the McFadden 
Act the total number of branches of all 
banks in the United States was 2900 and 
on June 30, 1929, this number had been 
increased to 3440. 

As the national law stands today the 
metropolitan banks cannot extend their 
services to the rural communities by 
establishing brariches. 


GROUP BANKING 


_ Notwithstanding the technical restric- 
tions in the law against the establish- 
ment of branches in the country districts 
by banks in the cities, there has de- 
veloped since the McFadden Act a new 
form of branch banking which appears 
to be without legal objection. For many 
years single individuals or groups of in: 
dividuals have owned the majority of 
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the stock of more than one bank. These 
banks were usually small and operated 
within a limited geographical area. This 
phenomenon was regarded as being 
without particular economic significance. 
The term group banking has come to 
be used to embrace a new type of bank 
ownership. A central financial corpo 
ration acquires the controlling interest 
in the stock of a number of banks, one 
of which is a metropolitan bank around 
which the others are grouped. Although 
technically each bank in the group is a 
separate corporation operating with a 
local board of directors, practically each 
member of the group depends upon a 
central management which controls the 
banking policy of the group. The finan- 
cial responsibility of the central owner- 
ship and management is the main sup- 
port of the group. 

This movement is so new and is de- 
veloping with such apparent rapidity 
that it is not possible to present com- 
plete statistical information about it. 
Strong financial groups for this purpose 
have been formed in practically every 
great commercial center of the country. 
Some of these have already progressed 
to the point where they own from 
twenty-five to fifty banks. It is re- 
ported that there are 230 groups in 
existence in the United States including 
groups owned by individuals, and that 
they own about 2000 banks. These 
figures are believed to be approximately 
correct. 

Considering group banking as a phase 
or form of branch banking and counting 
each branch as a banking office, there 
are about 29,000 banking offices in the 
country as a whole, 6000 of which are 
not, strictly speaking, unit banks. In 
other words, something over 20 per 
cent. of all banking offices in the 
United States may be classed as branch 
banks. 

Banking groups in the large cities 
which are thus obtaining control over 
country banks appear to be driven by 
economic necessity to using this method 
of extending the services of the metro- 
politan banks to the rural communities. 
They no doubt realize that the method 
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used is more cumbersome and more ex- 
pensive than branch banking in its 
proper sense. With the best of inten- 
tions, the most capable management and 
the highest financial responsibility on 
the part of a central group—and many 
of these groups meet these high qualifica- 
tions—the group can never be operated 
with the economy, the flexibility and the 
singleness of policy which is possible 
under a branch system. If the laws per- 
mitted the establishment of branches in 
the country districts by these banks, 
group banking would disappear and the 
country districts would be able to do 
business directly with strong city banks. 

While it is undoubtedly true that a 
strong metropolitan bank may, through 
the group system, greatly improve the 
rural banking situation by putting be- 
hind a group of country banks its finan- 
cial strength and skill of management, 
it is debatable whether or not this form 
of banking is the best remedy for the 
situation which confronts us. The 
central management of a group must 
operate through a number of separate 
corporations, each of which must main- 
tain its own operating status under the 
banking laws with a full complement of 
banking overhead. Diversification of 
banking business in the group and the 
use of liquid funds can only be obtained 
by transferring assets from a bank in 
one locality to that in another, at the 
same time maintaining the separate 
financial condition of each bank at the 
required standard. In the case of a 
group composed of both national and 
state banks this procedure complicates 
the work of the supervising authorities. 
While the condition of each bank may 
be determined, the condition of the 
group as a whole does not come under 
the visitorial powers of the Government 
concerned. 


EXTENSION OF BRANCH BANKING 


In the absence of Government per- 
mission for branch banking in its true 
sense present developments indicate that 
group banking, under the force of eco- 
nomic law, may eventually displace the 
Present system of country unit banks. 
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I have given long and careful study 
to this question and have conferred with 
representative bankers of all classes. I 
have caused to be gathered compre- 
hensive statistics on bank operations 
throughout the country. After review- 
ing all of the discussions concerning 
branch banking before and since the 
McFadden Act and having in mind that 
this should not be regarded as a con- 
troversy solely between bankers but that 
the interest of the general public also 
be given full consideration, I have 
reached the conclusion that an extension 
of branch banking privileges should be 


‘ granted to national banks. 


That it should not be nation-wide 
will be generally admitted. It has been 
suggested that branch banking be limited 
to the confines of each Federal Reserve 
district. This may not be feasible to 
the same extent in all Federal Reserve 
districts. Restricting it to state bound- 
aries, which are political, rather than 
economic, presents difficulties, as does 
the suggestion that a radius of fifty or 
one hundred miles from the parent bank 
be fixed, but there is an economic area 
to which the extension of branch bank- 
ing can be applied, varying in size to 
meet the diversified conditions that exist 
in this vast country. 

It is for Congress ultimately to fix 
the boundaries of these districts; but 
Congress, of course, would not and 
could not attempt to do so prior to 
careful consideration and study of all 
of the factors, which could only be 
carried on by a committee of qualified 
experts. Would we not be making real 
progress if, at the coming session, the 
Congress were to instruct, let us say, 
the Secretary of the Treasury, the 
Governor of the Federal Reserve Board 
and the Comptroller of the Currency 
to study the banking situation and to 
report the boundaries which they would 
recommend that the Congress set up, 
establishing such definite areas? 


THREE SAFEGUARDS 


In order that this development, with- 
in whatever economic areas may be de- 
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termined upon by Congress, may be 
sound and orderly, it should be pro- 
tected by three safeguards: first, that 
governmental supervision be further ex- 
tended and intensified; second, that each 
parent bank be capitalized adequately 
to meet the responsibility of operating 
branches; and third, that discretion over 
the establishment and over the removal 
of every branch be vested in the Comp- 
troller of the Currency. 

Under a branch system of this char- 
acter it would be possible for the parent 
bank to have a diversified banking busi- 
ness to protect it against economic de- 
pression in any one locality or in any 
one industrial activity or business enter- 
prise. It would then be able to extend 
to the country districts the same quality 
of banking services and the same safety 
to its depositors which the customers of 
metropolitan banks in the large cities 
now enjoy. There would, of course, 
still remain the question of incompetent 
management and in a branch system the 


question of management is of the 
greatest importance on account of the 


magnitude of the enterprise. It is to 
this end that it seems wise that govern- 
mental supervision be developed to the 
point where the supervising authorities 
can protect the public as far as is 
humanly possible in this respect. 

No weakly capitalized bank should 
be permitted to engage in branch bank- 
ing and in the ordinary course of busi- 
ness it is not likely that such a thing 
would be proposed. Nevertheless, I am 
in favor of a statutory requirement for 
a minimum capitalization which will be 
large enough to insure the protection of 
the depositors and to discharge properly 
the responsibilities incident to the opera- 
tion of a branch system. 

One of the principal reasons why the 
scramble for branches under the Mc- 
Fadden Act, prophesied by many of the 
Opponents of the measure, failed to 
materialize, was undoubtedly the incor- 
poration in that act of the wise provision 
that no branch could be established with- 
Out the approval of the Comptroller of 
the Currency. It was required that an 
application be filed by the bank setting 


forth the reasons why the branch was 
desired, such application to be supported 
by a formal resolution from its board 
of directors in authorization thereof. 
Further procedure involved the detail- 
ing of a bank examiner to make a thor- 
ough investigation, having in mind the 
effect of the establishment of the branch 
upon the local community, upon the 
banking situation as a whole and upon 
the parent bank, and the filing with the 
Comptroller of the Currency of a full, 
written report of this investigation, 


M. R. STURTEVANT 
Vice-president First 
in St. Louis, and chairman of the 
Federal . Legislative Council of the 
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National Bank 


alcng with recommendations from the 
Chief National Bank Examiner. Upon 
the basis of this information and such 
other information as the Comptroller 
might acquire from the Federal Reserve 
bank or from other sources rests the 
approval or denial of each application 
for the establishment of a branch. This 
procedure has been sufficient to dis- 
courage any precipitate rush, and this 
discretionary power lodged with the 
Comptroller of the Currency will en- 
able him at all times to require a branch 
system to develop in an orderly manner. 
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What of the sound country bank 
which has been operating for years with 
profit and is serving its local community? 
Under the procedure outlined above 
such a bank could not be driven out of 
business through the establishment of a 
de novo branch, for the simple reason 
that no Comptroller of the Currency 


© unverwooo & UNDERWOOD 
Lewis E. PIERSON 


Chairman of the Irving Trust Com- 

pany, New York, and chairman of 

the Fiftieth Anniversary Committee 
of the A. B. A. 


would permit it. Bank stock is a com- 
modity with a market value and if a 
stockholder wishes to sell to a branch 
system that is his right under the ordi- 
nary law of contract. But it is incon- 
ceivable that any Comptroller of the 
Currency, the proceedings of whose 


office are important public records, 
would ever lend his high responsibility 
to aid a branch bank unfairly to drive a 
local bank out of business. The success- 
ful country bank, therefore, should have 
nothing to fear from the recommenda- 
tion which I propose. 

In my recent address at Atlantic City, 
I indicated that the proposal for the new 
legislation which I intended to formulate 
would offer to state banks and trust com- 
panies an opportunity to gain a wider 
field of banking operations under the 
national charter. With liberal branch 
banking privileges conferred upon the 
national banks, the attractions of a na- 
tional charter would be considerably 
enhanced and while there would, of 
course, be no compulsion upon the state 
banks and trust companies to become 
national banks, in the usual course of 
business, it is believed that the stock- 
holders of the large state institutions 
would find it to their advantage to 
operate under the national charter. 

From the standpoint of the public, 
since commerce is national and inter- 
state, the creation of a uniform banking 
system through the assimilation of the 
bulk of the banking resources of the 
country would be not only an advantage, 
but a logical development. From the 
standpoint of the Government of the 
United States, the increase in the re 
sources and strength of the national 
system as a result of the extension of 
branches and the conversion of large 
state banks into national, would bring 
into the Federal Reserve System a great 
volume of banking resources now operat: 
ing independently and at the same time 
develop an instrumentality over which 
the Government would have complete 
control and through which it could en: 
force an adequate banking policy. 





State Bank Division Meeting 


Unit Bank Indorsed by State Bankers — Stephens Is Elected 
President 


HE State Bank Division—the 
"Tiare in the American Bankers 

Association—met on October 2. 
This is the division which President 
Hazlewood referred to as the “common 
people division” composed, as it is, for 
the most part of country bankers. 

The president of the division, S. J. 
High of Tupelo, Miss., was unable to 
be present so the meeting was presided 
over by Dan V. Stephens,  vice- 
president, who is president of the Fre- 
mont State Bank, Fremont, Neb. 


© narnis & ewina 

S. J. Hicu 
President Peoples Bank and Trust 
Co., Tupelo, Miss., and retiring presi- 
dent of the State Bank Division. 


In his annual report submitted to the 
meeting Mr. High outlined some of the 
work accomplished by the division in 
its efforts to improve the situation of 


the state banks. He reported that a 
survey had been made of the conditions 
under which the state banking super- 


visors perform their work and men- 
tioned the following policies, advocated 
by the division, which are gradually be- 
ing adopted by the several states. 
These include lengthened tenure of 
office, elimination of political influence, 


Dan V. STEPHENS 


President Fremont State Bank, Fre- 
mont, Neb., and new president of the 
State Bank Division. 


the institution of discretionary powers 
so that the office will attract and retain 
the services of men of outstanding ex- 
ecutive ability and successful banking 
experience, and an adequate staff of ex- 
aminers selected 01 the basis of merit 
from men having the requisite qualifica- 
tions of honesty, ability and banking 
knowledge. 

The president also reported that the 
president was co-operating with the 
Clearing-house Section in urging bank- 
ers to make an analysis of their check- 
ing accounts and install proper service 
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charges as a stop-loss on services they 
have been rendering without compen- 
sation. He stated that the division had 
consistently and persistently advocated 
“a complete credit file for every bor- 
rower with unsecured loans of $500 
or more.” 

S. L. Cantley, Commissioner of Fi- 
nance of Missouri, prefaced his paper 
entitled “Organized Co-operation the 
Basis of Sound Banking” with the fol- 
lowing rather startling statement: 


“I am glad to have a place upon this 
program for a good many reasons, not 
the least of which is that if we are to 
believe all we read and a measurable 
proportion of what we hear, there is a 
reasonable possibility that this splendid 
American Bankers Association of which 
we are all so very proud and which has 
been to the bankers of this country for 
fifty-four years a mantle of cloud by 
day and a pillar of fire by night is dis- 
integrating and in its stead a very much 
smaller assemblage made up of the ex- 
ecutive committees of eight or ten great 
corporations of the country is control- 
ling the banking resources of the coun- 
try.” 


In his prepared address Mr. Cantley 
said: 


“They tell us that our unit system 
has demonstrated its weakness and in- 
ability to function properly under ex- 
isting conditions, and, in states where 
branch banking is not sanctioned by 


law, holding companies are being 
formed to acquire control of a large 
group of banks under one super- 
directing agency. This they tell us will 
provide better control of credit exten- 
sions, prevent duplications and in divers 
ways do what we insist can be done by 
organized co-operation without reducing 
individuality to a mere automaton. In 
speaking before the 25th Annual Con- 
vention of the Colorado Bankers As- 
sociation, at Glenwood Springs, Colo., 
June 25, 1926, Frank W. Simmonds, 
Deputy Manager of the American 
Bankers Association, on the subject of 
strenthening our banks said: ‘As a 


, 
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preventive of bad banking and as an 
antidote for the guarantee panacea of 
the politician, I earnestly commend for 
your consideration, and adoption, the 
Clearing-house System of examination. 
The clearing-house associations in towns 
and counties today constitute the chief 
line of defense against bad banking 
practices—they are the chief factor in 
bringing about reforms in banking 
laws, improvements in banking methods 
and the promotion of sound banking 
practices. The regional clearing-house 
associations and credit bureaus are to- 
day great constructive forces in bank- 
ing. Their value is no longer a matter 
of opinion, for results speak for them- 
selves. 

“There has never been anything yet 
devised comparable to this form of or- 
ganized co-operation for keeping healthy 
and free from the overlapping and 
duplication of credit extensions which 
have been so destructive to rural banks.” 

CO-OPERATION PAYS DIVIDENDS 

W. L. Brooks, president of the 
Northern. National Bank, Bemidji, 
Minn., spoke on “Regional Co-operation 
Pays Dividends.” In his address he 
showed exactly what can and has been 
accomplished by regional co-operation 
of banks in the way of increased earn- 
ings and reduced credit losses. He ad- 
vocated the reduction of interest rates 
paid on time deposits; the imposition of 
service charges on small checking ac- 
counts and the collection of “float” 
charges on the collection of out-of-town 
items. He said that his own bank had 
added $8000 in one year to its net 
earnings, equivalent to 16 per cent. on 
the bank’s capital. 

The next feature of the program was 
a symposium to discuss whether unit, 
group or limited branch banking was 
best calculated to serve the interests of 
agricultural sections. The discussion 
was started by M. Plin Beebe, presi- 
dent of the Bank of Ipswich, Ipswich, 
S. D. 

Mr. Beebe claimed that the failure 
of so many banks in rural districts was 
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not really due to any fault of the unit 
system but was due to an economic re- 
adjustment of farm values that would 
have been fatal to any system of bank- 
ing. He maintained that the unit bank 
was in a better position to serve its 
farm community than a member of a 
banking group whose policies were di- 
rected by a board of directors operating 
from a distant city. 

Advocating group banking as best 
for agriculture, E. G. Bennett, vice- 


president and general manager of the’ 


First Securities Corporation of Ogden, 
Utah, spoke next in the symposium. 
Mr. Bennett said in part: 


“Modern group banking carries with 
it all the attributes of specialized man- 
agement, service and diversification that 
are possessed by branch banking. 
Through its economies it makes for 
greater earning power than the same 
volume would in the aggregate produce 
for unit banks and adds thereby to the 
strength and stability of the operation. 
Through local boards of directors in 
the various units, with the advice and 
counsel of a general advisory control, 
group banking is in a position to serve 
as well or better the agricultural needs 
than any other form of banking, since 
it carries with it full sympathetic con- 
sideration of local needs tempered by 
sound impersonal credit policies, and 
capacity to care for all local legitimate 
requirements.” 

The next speaker in the symposium 
was Clyde Hendrix, president of the 
Tennessee Valley Bank, Decatur, Ala., 
who spoke for limited branch banks. 
Mr. Hendrix stated that in his opinion 
the local branch of a large bank was in 
a position to furnish better banking 
facilities to a farm community than 
any other type of bank because of its 
large capitalization, greater safety for 
the depositor, and its ability through 
its large organization to furnish its 
clients with every type of banking 
service. 

The committee on resolutions pre- 
sented a set of declarations voicing the 
sentinent of the State Bank Division. 
These called for the removal of certain 
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inequalities in taxation existing as be- 
tween state and national banks. <A 
greater uniformity of banking laws gov- 
erning the operation and regulation of 
banks in the various states was called 
for and also legislation looking to the 
equalization of reserve requirements as 
between state and national banks. Unit 
banking was upheld as being best 
adapted to American conditions and 
strong exception was taken to the views 
of the Comptroller of the Currency 
calling for the extension of branch 
banking privileges to national banks as 
creating a situation which would be 
unfair to the state chartered institutions. 

The following officers were elected at 
the conclusion of the session: President, 
Dan V. Stephens, president Fremont 
State Bank, Fremont,. Neb.;  vice- 
president, M. Plin Beebe, president 
Bank of Ipswich, Ipswich, $. D.; mem- 
bers of executive committee: Felix Mc- 
Whirter, president the Peoples State 
Bank, Indianapolis, chairman; W. A. 
Williams, vice-president City Central 
Bank & Trust Co., San Antonio, Tex.; 
Hugh H. Saxon, second vice-president 
Continental Illinois Bank and Trust 
Company, Chicago, and Clyde Hendrix, 
president Tennessee Valley Bank, De- 
catur, Ala. 


THE NEW PRESIDENT 


Dan V. Stephens, president, was born 


in Bloomington, Ind., November 4, 
1868. After attending Valparaiso Col- 
lege in Indiana, he settled in Fremont, 
where he studied law and taught school. 
He was county superintendent of 
schools from 1890 to 1894, and is the 
author of several books on education, 
among them “Phelps and His Teachers” 
and “Silas Cobb.” He later engaged in 
manufacturing, publishing, and farming, 
and finally banking. From 1911 to 
1919 Mr. Stephens was a member of 
Congress from Nebraska. He was a 
delegate to the Democratic National 
Convention in 1904, 1908, when he 
was chairman of the Nebraska delega- 
tion, and in 1920 and 1924. 

Besides being active as a banker, he 
is vice-president of the Nebraska State 
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Building and Loan Association, presi- 
dent of the Hammond and Stephens 
Company, educational publishers, and 
vice-president of the Crystal Refriger- 
ator Company, all of Fremont, Neb. 
In the activities of the association 
Mr. Stephens has served as member of 
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the Executive Council, member of the 
Executive Committee and chairman of 
the Committee on Public Service, and 
vice-president in the State Bank Di- 
vision, and chairman of the Committee 
on Examiner Systems, in the Clearing: 
house Section. 


National Bank Division Meeting 


Trend from National Banking System and Worcester Case Dis- 
cussed — Barton New President 


HE annual session of the National 
Bank Division was held on Sep- 
tember 30 with Edgar H. Sensen- 

ich, president, presiding. Mr. Sensenich 
is president of the West Coast Na- 
tional Bank, Portland, Ore. President 
Hazlewood, who was present at the 
opening of the meeting, urged the mem- 


Epcar H. SENSENICH 


President West Coast National Bank, 
Portland, Ore., and retiring head of 
the Division. 


bers of the division to give serious 
thought to a study;.of ways and means 
of preventing “the falling off in the 


National Banking System” which he 
said demanded the services of an ex- 
pert diagnostician. 


fe) BLANK-STOLLER 
JoHN W. Barton 


Vice-president Metropolitan National 
Bank, Minneapolis, and new presi- 
dent of the National Bank Division. 


The first address on the program was 
entitled ‘“‘Consolidations as Affecting 
Trust Departments” by W. H. Rand, 
Jr., vice-president Atlantic National 
Bank, Boston. As Mr. Rand was not 
present his paper was read by Mr. 
Mountjoy, the deputy manager of the 
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division. Mr. Rand’s paper covered 
the attitude of the courts and the vari- 
ous legislative bodies as affecting con- 
solidations of two or more banks having 
trust departments. He reviewed vari- 
ous important court decisions affecting 
such consolidations. In conclusion Mr. 
Rand stated: 


“Summed up, the weight of judicial 
opinion seems to indicate that as to the 
fiduciary service of banks, whether na- 
tional or state, the bank, in all probate 
matters, is an appointee of the state 


court of jurisdiction; that while it has © 


contractual relations (and the conse- 
quent duties and responsibilities) with 
all beneficial interests, it is always a 
representative of the court from which 
its appointment issues or is confirmed 
and is amenable to such court for 
omissions and breach of duty; that these 
duties and this fiduciary appointment 
it may not delegate, or, by sale or con- 
solidation, transfer, except under en- 
abling state statute. 

“It seems safe to assume that banking 
associations, whether Federal or state, 
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retain in consolidation, by the language 
of the MacFadden Act (as interpreted 
by the decision of the United States Su- 
preme Court) the right to hold and ad- 
minister under the charter of the con- 
solidated bank, all fiduciary assets at the 
time of such consolidation in the hands 
of any of the merging, banks, subject 
only to the duty of observing all local 
state regulations as to reappointment, 
administration and terms of control. 

“In closing, let me repeat what I 
stated in opening, namely, that these re- 
marks about consolidations and trust de- 
partments have been of necessity con- 
fined to probate matters. The time al- 
lotted forbade consideration of the 
other departmental trusts, the corporate 
trusts, the so-called living trusts, the 
agencies and the other fiduciary activi- 
ties of a trust and transfer department. 
What I have said applies only to pro- 
bate trusts.” 


The next address was entitled “The 
Investment Policy of a National Bank” 
and was delivered by Arch W. Ander- 
son, vice-president of the Security-First 
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National Bank of Los Angeles, who is 
also chairman of the special committee 
on investments. Mr. Anderson’s paper 
was an extremely able discussion of the 
basic principles that should be observed 
by national banks in investing. He 
emphasized that while ratios and com- 
parisons with other banks were helpful, 
each bank had to be guided by its own 
particular situation with respect to 
fluctuation of deposits, seasonal demands 
for credit, etc. He urged bankers to 
take their investment problem seriously 
and to think it out carefully and scien- 
tifically. “In my opinion,” said Mr. 
Anderson, “it is almost as important 
that a banker know how to make an 
investment as to know how to make a 
loan or take in a deposit.” He urged 
that bankers buy securities rather than 
have them sold to them. 
In concluding Mr. Anderson said: 


“In summing up I should say that in 
determining an investment policy of a 
bank no approach to any rule of thumb 
method is a satisfactory substitute for 
individual thinking through of the local 
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problem and its general aspects, and 
that the neglect to proceed by intelli- 
gent plan may lead to the following of 
plausible impulse. It would seem to 
follow, therefore, that a bahfker should 
know the basic considerations that de- 
termine the adaptability, liquidity and 
safety of an investment as he must 
know the essentials of good loans. It 
may not be going too far to say that he 
should be able to test securities as he 
tests financial statements and collateral, 
and understand marketability of invest- 
ments as he understands marketability 
of products.” 


The next speaker on the program 
was George W. Hamilton, vice-president 
of the Fourth National Bank, Wichita, 
Kan., who took as his subject “National 
Bank Trend.” Mr. Hamilton discussed 
the dangerous falling off in the num- 
bers and banking resources of nationally 
chartered banks, pointing out that in 
1884 the aggregate resources of the na- 
tional banks of the country were 75 
per cent. of the total commercial bank- 
ing resources whereas in 1926 this per- 
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centage had dropped to 46 and today 
it is less than 40. He attributed the 
falling off to the gradually decreasing 
advantages of a national charter as 
compared with a state one. 

Speaking of remedies, he said that no 
doubt Federal Reserve District branch 
banking would save the National Bank- 
ing System but that he thought there 
was grave doubt that it would save the 
national banker. He also expressed 
doubt as to the speed with which pro- 
posed radical changes in the banking 
law would be passed by Congress, con- 
sidering the great length of time which 
it has required to put through national 
bank legislation in the past. The pro- 
posal to exempt national banks from 
local taxation he thought would with- 
out doubt give them an advantage but 
said that he would hate to operate a 
national bank in a community where it 
paid no taxes, implying that this would 
have an unfavorable effect on good-will. 
He thought that legislation compelling 
a fair method of local taxation would be 
more advisable. 

Mr. Hamilton favored the proposal 
778 


to permit national banks to share in the 
profit of their Federal Reserve bank be- 
yond the 6 per cent. limit now in force. 
He did not, however, favor liberalizing 
national charters so as to be contrary to 
the laws of safe and sound banking. 
He thought the Worcester County 
National Bank decision of very serious 
consequence to national banks and in 
this connection said: 


“Unless Congress can strengthen the 
Federal Reserve Act and can strengthen 
the MacFadden Act as passed so that 
there will be no question as to the right 
of national banks to succeed to the 
trust business of trust companies in case 
of merger under the national bank 
charter, then you have before you a real 
handicap for banks operating under 
Federal charter. If such an amendment 
would be unconstitutional, a measure of 
relief could be granted by amending the 
National Bank Act permitting a na- 
tional bank association to own, as a 
legal asset, in toto all the stock of a 
trust company operating under state 
charter. The trust business of the na- 
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tional bank and trust company could 
be handled under the corporate name of 
the trust company, owned by the na- 
tional bank, and though there would be 
some conflict of authority in case of 
bank examination and some added ex- 
pense and duplication of effort in con- 
ducting two institutions under one 
management, yet this would operate as 
a distinct antidote to the Worcester 
County National Bank decision.” 


In conclusion Mr. Hamilton said: 


“As national bankers, we are firm in 
the belief that a nation-wide system of 
banking is necessary to the welfare of 
our people and our Government. 
Though danger to that system threatens, 
we are united in the purpose to main- 
tain its integrity. Let us, therefore, 
act as a unit to preserve this system 
and let us gird ourselves for battle and 
use whatever weapons we have for an 
assault on Congress that our demands 
tor the strengthening and preservation 
of the National Banking System be 


made the object of its immediate ac- 
tion.” 
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In the resolutions adopted the Di- 
vision commended the efforts of the 
Comptroller of the Currency in “mak- 
ing studies to determine just what the 
National System requires to give it 
greater appeal.” The Division “pledged 
its active support to the Comptroller of 
the Currency in this work,” and called 
the full strength of its membership to 
“the task of sustaining the National 
Banking System as a potent force in our 
industrial as well as our financial life.” 


A resolution on the Worcester case 
was worded as follows: 


“Expansion of the National Banking 
System faces another challenge in the 
recent decision of the United States 
Supreme Court in the Worcester 
County National Bank case. It creates 
an involvement in the operation of 
trust departments which have come to 
be important activities in national banks. 
Anything which retards free growth of 
such departments is reflected at once in 
a lessened favor for national charters. 
This decision relating definitely to only 
the Commonwealth of Massachusetts 
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strikes a blow at the succession of 
fiduciary powers held by a trust com- 
pany which consolidates with a national 
bank under a national charter. By 
holding that the consolidated national 
bank does not succeed to the fiduciary 
appointments held by the absorbed 
trust company a hiatus in the adminis- 
tration of the'trust is created. Failure 
of the power to pass to the national 
bank requires it to apply anew to the 
court for appointment. 

“Clearly this is a deterrent to the 
operation of such consolidated banks 
under Federal laws. It is one of the 
influences militating against the reten- 
tion of national charters. Fortunately, 
the laws of Massachusetts differ from 
those in some other states. However, 
the decision injects an uncertainty 
which banks prefer to avoid and the 
possible complications add to the difh- 
culties national banks have to overcome. 

“Recognizing the force of this de- 
cision in Massachusetts and perhaps 
some other states and deprecating the 
handicap it throws upon national banks 
and such trust companies and state 
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Bank of Mt. Angel, Mt. Angel, Ore. 

United States National Bank, McMinn- 
ville, Ore. 

First National Bank, St. Helens, Ore. 
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banks as may wish to consolidate with 
national banks, ‘the National Bank Di- 
vision believes that the legislatures of 
the several states in which the same 
difficulties might arise should grant such 
relief as is needed through amendment 
of their statutes to provide definite suc- 
cession of fiduciary appointments.” 


Officers were elected for the coming 
year as follows: President, John W. 
Barton, vice-president Metropolitan Na: 
tional Bank, Minneapolis, Minn.; vice- 
president, E. S$. Wolfe, president First 
National Bank, Bridgeport, Conn; 
members of the executive committee: 
Irving W. Cook, president First Na’ 
tional Bank, New Bedford, Mass; 
Samuel E. Ragland, president First Na 
tional Bank, Memphis, Tenn.; P. J. 
Leeman, vice-president First National 
Bank, Minneapolis, Minn.; S. M. Mc’ 
Ashan, president South Texas Com 
mercial National Bank, Houston, Tex.; 
W. C. Wilkinson, president Merchants 
and Farmers National Bank, Charlotte, 
N. C. 

John W. Barton was born December 
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16, 1883, in West Plains, Mo. He 
attended thigh school and had two years 
of commercial law and accounting in 
college. His first position was as clerk 
in the treasury department, Omaha and 
Council Bluffs Street Railway Com- 
pany. Then he was with the credit 
department, McCord-Brady Wholesale 
Grocery, Omaha, Neb. After about a 
year he became assistant cashier in the 
Bank of Weiser, Idaho, later consoli- 
dated with the First National Bank of 
Weiser, and held this position for six 
years. He was subsequently state bank 
examiner and national bank examiner 
for Idaho, and vice-president of the 
Metropolitan National Bank of Minne- 
apolis. He then entered his present 
position. He is also chairman of the 
board Central National Bank, Minne- 
apolis; director Buzza-Clark, Incor- 
porated, Minneapolis; and director Mor- 
ris Plan Company, Minneapolis. 

Carrying into effect an announce- 
ment which he made when installed as 
the new president of the National Bank 
Division of the American Bankers As- 
sociation, Mr. Barton has appointed the 
following special committee on Na- 
tional Bank Research: 

George H. Hamilton, vice-president 
Fourth National Bank, Wichita, Kan., 
chairman; Arch W. Anderson, vice- 
president Security-First National Bank 
of Los Angeles; Robert V. Fleming, 
president Riggs National Bank, Wash- 
ington, D. C.; and Edmund S. Wolfe, 
president First National Bank, Bridge- 
port, Conn., and vice-president of the 
National Bank Division. The latter 
with Mr. Barton are ex-officio members 
of the committee. 

The creation of this special com- 
mittee is an outgrowth of the present 


781 


condition in which the National Bank- 
ing System finds itself by reason of de- 
flections from it and the consequent 
lessening of national banking and Fed- 
eral Reserve resources. The concomi- 
tant effect of these losses and the rapid 
changes being made with respect to 
group, chain and branch banks makes 
it highly desirable that the entire prob- 
lem be given very studious considera- 
tion, according to President Barton. 
Speaking of the prospective work of the 
committee, he said: 


“Because of the extraordinary and 
rapid changes which are taking place in 
our whole banking system the National 
Bank: Division is reluctant at this time 
to adopt any fixed program to deal 
with present problems for fear that in 
a very short time it will not fit the 
situation which we desire to reach. 
Following the advice of retiring Presi- 
dent Hazlewood of the A. B. A. we are 
not going to ‘make any wild throws.’ 

“This does not mean, however, that 
we are not going to meet the situation. 
The National Bank Division is going to 
make definite recommendations at the 
right time and that will be when this 
special committee has made a complete 
and exhaustive study and analysis of 
the problem and: is fortified with all the 
facts. It will begin upon its duties im- 
mediately. 

“T am not apprehensive as to the final 
results. Group or chain banking prob- 
lems are not peculiar to national banks. 
They are before state chartered institu- 
tions as well. Both systems will adjust 
themselves to changing conditions and 
in the end the Federal Reserve System 
wili be strengthened rather than weak- 
ened.” 





Trust Company Division Meeting 


Growth of Trust Companies and Departments— The Life Insur- 
ance and the Business Insurance Trust 


HE meeting of the Trust Com- 
pany Division was held on Sep- 
tember 30. John C. Mechem, 
vice-president of the division, presided 
owing to the illness of the president, 
A. V. Morton, who was unable to be 
present. The report of the president 
was presented by Mr. Mechem. 

Trust companies have gained wide- 
spread popular acceptance and have won 
the confidence of the nation, said Presi- 
dent Morton in his report. 

There are now more than 3200 active 


A. V. Morton 


Vice-president the Pennsylvania Com- 
pany, Philadelphia, and retiring presi- 
dent ot the Trust Company Division. 


trust departments in this country, he 
said, whereas only 165 were in opera- 
tion before 1900. In the decade 
1900-10 a total of 342 trust depart- 
ments were opened; in 1911-20 there 
were 665 more established, this being 
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the period in which the national banks 
entered the trust field; but the greatest 
increase has come since 1920, a total of 
1807 having been established in less 
than nine years. 

Four large trust conferences were 
held during the last year, Mr. Morton 


JoHn C. MECHEM 
Vice-president First Union Trust and 
Savings Bank, Chicago, and new 
president of the Trust Company 

Division. 


reported, one in each section of the 
country. 

Achievements of the Trust Company 
Division cited by Mr. Morton include 
the preparation of a complete and well- 


rounded trust advertising campaign, 
which is now being used by 524 banks 
and trust companies, and the distribu 
tion recently to all banks and trust 
companies with active trust departments 
of a fifty-page booklet embracing 4 
recommended plan, with special forms, 








for checking the performance of trust 
duties. 

A nation-wide inquiry showed that 
there had been a 49 per cent. increase 
of appointments of trust companies or 
departments as executor and trustee for 
1928, as compared with the preceding 
year. The campaign of the Trust Com- 
pany Division against double taxation 
on the securities of non-resident de- 
cedents has now resulted in thirty-six 
states being on record by law against 
such taxation. 

Mr. Morton said: “There is every in- 
dication that 1929 will go down in the 
annals of corporate fiduciary service as 
a record-breaking year, both in the 
volume of accumulated wealth en- 
trusted for conservation and in the 
number of Americans who have named 
trust companies and trust departments 
of banks in their wills to settle their 
estates. It is estimated that more than 
$1.000,000,000 in life insurance will be 
brought within the protection of trust 
agreements during the year 1930. A 
greater proportion of estates will be 
settled by banks and trust companies 
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this year than ever before. There can 
be little doubt that the day of the in- 
dividual trustee is waning and that the 
trust idea is taking hold more firmly 
than ever. 

“Perhaps the most spectacular phase 
of the trust business has been the 
growth of the life insurance trust. It is 
estimated that more than $2,000,000,- 
000 is now protected by trust agree- 
ments. The business insurance trust is 
the newest form. 

“In surveying the development of 
trust business during the last year, three 
trends stand out—the marked increase 
in trust funds, the tendency toward 
diversification in trust investment and 
the growing use of personal selling of 
trust service.” 


THE GROWING IMPORTANCE OF THE 
TRUST DEPARTMENT 


The first guest speaker was James A. 
Bacigalupi, president of the Bank of 
Italy, National Trust & Savings Asso- 
ciation of San Francisco. Mr. Baciga- 
lupi was a lawyer by profession when 
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he organized and opened the trust de- 
partment of the Bank of Italy. Refer- 
ring to the remarkable increase in the 
number of banks carrying on trust ac- 
tivities Mr. Bacigalupi said: 


“There are today in operation in the 
United States 1734 trust departments 
of national banks alone, managing 75,- 
988 individual trusts representing assets 
in excess of $5,23'7,000,000—a gain of 
359 per cent. in such assets and of 191 
per cent. in the number of such trusts 
since 1926. The assets under corporate 
trusteeships in national banks aggregate 
more than $7,370,000,000—a gain of 
approximately 200 per cent. over similar 
assets in 1926. This is indeed a re- 
markable showing, particularly when 
cognizance is taken of the fact that 
until the comparatively recent enact- 
ment of the Federal Reserve Act, na- 
tional banks were not permitted to ex- 
ercise trust powers.” 


Mr. Bacigalupi pointed out the tre- 
mendous possibilities for the develop- 
ment of life insurance trusts as a 
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source of increased business for the 
trust companies. On this subject he 
said: 


“Life insurance, like a great giant 
that has but lately found his stride, in- 
creasing by leaps and bounds because 
of the realization that insurance of 
human lives must be viewed as to its 
objects in terms of income rather than 
of principal, now looks to the corporate 
fiduciary as the complementary medium 
for the complete fruition of its purpose, 
because life insurance without a con- 
comitant conservation plan—so that the 
beneficiaries may be the better protected 
and their comforts and independence 
the better assured—fails of its essential 
destiny. 

“It is of immense significance, there- 
fore, that in the United States today 
there are in force one hundred billion 
dollars of life insurance; that this is 
now increasing at the rate of ten billion 
dollars a year, and that life insurance 
companies, during 1928, paid out in 
cash total claims calculated to be in ex- 
cess of seven hundred million dollars. 
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It is estimated that of this huge sum of 
life insurance in force today, only two 
billion dollars or 2 per cent. of it has 
as yet been lodged with American trust 
companies under agreements of trust; 
yet more than five hundred millions so 
held or in excess of 25 per cent. of this 
total was trusteed during the last year 
alone.” 


OPPORTUNITIES FOR EXPANSION IN 
TRUST FIELD 


The one big opportunity of banks for 
further profitable development and of 
public benefaction lies in the field of 
trust service, said Mr. Bacigalupi. 


“Having established the growing recog- 
nition of, and the ever increasing de- 
mand for, corporate fiduciary service, it 
would seem to follow that every bank 
of any size or importance in our coun- 
try should seek to equip itself to handle 
trusts. It should do so not only be- 
cause of the material profit to be di- 
rectly derived from a trust department 
when once well organized and properly 


developed, but also because such a de- 
partment will insure the retention of a 
bank’s depositors who might otherwise 
be attracted to a competitor in their 
search for this service. It is not only 
advisable, but important, therefore, to 
regard the trust department as a most 
effective cementer of a bank’s general 
business. It operates at once to retain 
present depositors, and the likelihood of 
retaining the patronage of their suc- 
ceeding generations is not only a rea- 
sonable expectation but almost an abso- 
lute certainty.” 


This led Mr. Bacigalupi to a brief 
consideration of what should be the 
proper attitude of a bank's general 
management toward the trust depart- 
ment. He said: 


“In the first place, as I view it, the 
trust department should be regarded 
neither as an ‘ornament’ nor as a ‘side- 
show.’ The modern bank should see to 
it that its trust department is placed at 
least on a par, both as to prominence 
and importance, with its general bank- 
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ing departments; it should exercise great 
diligence and care in the selection of its 
trust officer; it should not relinquish its 
initial interest in the department or 
cease its co-operation with its trust ex- 
ecutive after his selection; it should not 
leave the development work to the de- 
partment alone, but every general officer 
and employe, under the guidance of the 
trust officer, should at once undertake 
to learn enough about the broad func- 
tions of the department and the su- 
periority of its service so as to be able 
to recognize and to intelligently direct 
a prospective piece of trust business as 
soon as it appears; and above all, its 
general management should be patient 
and tolerant in its expectations of huge 
profits. It frequently happens that 
trust departments are tucked away in 
the basement or in some other remote 
and inconspicuous place in the bank, 
and that little or no effort whatever is 
exerted on the part of the institution’s 
general officers or contacting personnel 
to feature or to build up the new de- 
partment. Dissatisfaction or disappoint- 
ment is then later expressed because of 
the slowness of the progress made, and 
erroneous appraisemeats are indulged in 
regarding its worth and potentialities. 
In this day of hurry and scurry the 
uninitiated public must be sold on 
everything new, and the only way to 
get over the message that a new service 
has been added by a bank is to feature 
it strongly, both in the prominence, pro- 
priety and attractiveness of its quarters 
and in the bank’s campaign of publicity 
and advertising. 

“A bank, therefore, should not elect 
to enter the trust field unless it intends 
to make the trust end of its business a 
major department of the institution. In 
the establishment of a trust department, 
a bank’s first concern should be to so 
equip and develop it as to be prepared 
to render a type of service that will in- 
sure the highest degree of safety and 
satisfaction to its customers and thereby 
reflect credit not only upon itself but 
likewise upon every other trust com- 
pany and trust department in the coun- 


try.” 
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SELECTING THE TRUST OFFICER 


As to the selection of a suitable trust 
officer, said Mr. Bacigalupi, too much 
emphasis cannot be laid upon the essen- 
tial qualities which he should possess. 
He should be, above all, a man of recog: 
nized sterling character, and in addi- 
tion should possess executive ability, 
initiative, sound judgment, a fair knowl- 
edge of banking, investments and law, 
and be blessed with some imagination 
and plenty of soul. The quest for such 
a man may, on first thought, seem al- 
most hopeless, and in candor it must 
be admitted that it is no easy task to 
find one—not already a trust company 
employe—who will at once measure up 
to all of these exacting requirements. 

“T think,” said Mr. Bacigalupi, “that 
the experience of my institution in this 
particular is eminently pertinent, and I 
therefore make bold to cite it. We are 
today exercising trust functions through 
every one of our 292 offices, spread 
over 166 cities of California, and, 
with but a scant half dozen ex- 
ceptions, every one of our trust 
men and women have been developed 
within our own organization. Our 
trust department is only twelve years 
old and the major part of its de- 
velopment, both as to business and per’ 
sonnel, has taken place within the last 
six or seven years. We first chose in- 
telligent men and women who pos 
sessed the natural qualities set down 
among the requirements I have here 
enumerated, and then we set to work 
building them up in the qualities or es- 
sentials which they lacked but which 
are readily attainable and acquired 
through application and study. We 
have made lawyers out of bankers and 
bankers out of lawyers, and in not a 
few instances we have made _ both 
bankers and lawyers out of just plain 
good men and women. My successor 
as the head of our trust department was 
neither a banker nor a lawyer when he 
first joined our institution in 1918 and 
entered the trust department in 1920.” 

“The trust department is in truth a 
potential gold mine,” said Mr. Baci- 
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galupi, “which offers almost inexhaustible 
possibilities as a profit maker, but it re- 
quires much intelligent, painstaking and 
constructive effort and plenty of pa- 
tience and co-operation before pay-dirt 
is struck. I offer this out of sympa- 
thetic regard for such unfortunate trust 
officers as there may be in the country 
today ‘whose superior general officers 
may be a little too restive and unrea-’ 
sonable at times in their expectation of 
immediate fabulous profits. I have 
known some managers of trust depart- 
ments who have been driven, because of 
this unwarranted clamor for immedi- 
ate and larger profits, to knowingly ac- 
cept trusts fraught with the probability 
of most disastrous liability to the bank. 
This of course should not be. A bank’s 
first concern in the operation of a trust 
department should be to maintain the 
highest and safest standard of trust 
service, and this can only be done by 
carefully scrutinizing every bit of trust 
business before accepting it, and by 
careful and expert handling after it has 
heen undertaken.” 


THE BUSINESS INSURANCE TRUST 


Hillsman Taylor, president Missouri 
State Life Insurance Company, St. 
Louis, discussed “The Business Insur- 
ance Trust.” “Replacement value is the 
basis of all insurance — life, fire and 
casualty,” said Mr. Taylor, “but money 
alone cannot replace brains and per- 
sonality. The nearest approach to the 
replacement of human value is a life in- 
surance trust executed by a capable and 
efficient trust company.” 

Mr. Taylor defined “business insur- 
ance” as that sold for the purpose of 
protecting one’s business interest, its 
selling differing notably from that of 
personal insurance because the appeal 
is made almost entirely to reason. 

He said that a great many life in- 
surance salesmen and trust companies 
had made the mistake of neglecting the 
small corporation or partnership. It is 
the small organization that needs busi- 
ness insurance most of all, he declared. 

“The personality and ability of the 
proprietor is about the only real asset 
of the small business,” said Mr. Taylor. 
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“Probably 90 per cent. of its success is 
due to managerial ability or to its direct- 
ing personalities and to the good-will 
built around these personalities. When 
this personality is removed, the good- 
will is lost. Here is where business in- 
surance upon the life of such a manag: 
ing head is imperative.” 

He said that an insurance trust is a 
necessary adjunct to every business in- 
surance policy. Life insurance com- 
panies are equipped to provide definite 
guaranteed incomes and _ settlements 
where there are no special complications 
or discretionary powers to be used. 
Companies are, however, wholly un- 
prepared either to give advice or make 
investments for policyholders. In busi- 
ness insurance the insurance companies, 
he added, advise that trust agreements 
with reliable trust institutions as trustees 
be entered into in practically every in- 
stance. In any instance where corpora- 


tion insurance is taken for any pur- 
pose except the building up of a fund 
against the death of an important of- 


ficial, he noted, the services of a trust 
company are absolutely necessary, and, 
where stock of a corporation is to be 
paid for, the transaction can be handled 
only by a trust company. 


PROTECTING THE TRUSTEE 


A very able address on the subject 
of “Protecting the Trustee” was de- 
livered by Herman Phleger, a distin- 
guished San Francisco lawyer. Mr. 
Phleger pointed out in forceful language 
the distinction which should be observed 
between the banking and the trust 
function. In this connection he said: 


“To many such institutions, the open- 
ing of a trust department has been 
looked upon as merely an enlargement 
of the business field of the bank, an 
opportunity to secure additional earn- 
ings through the performance of what 
would be considered a banking func- 
tion. Other banks have opened trust 
departments merely as a means of hold- 
ing customers from competing institu- 
tions with trust departments, with no 
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idea of independent gain and with the 
object of rendering the service at as 
little expense as possible. 

“A trustee’s duties are radically dif- 
ferent from a banker's duties. The re- 
lation to the beneficiary is totally dif- 
ferent from the relation existing be- 
tween a banker and a depositor or bor- 
rower. A banker and the depositor or 
borrower occupy a debtor-creditor rela- 
tionship; they deal at arm’s length; they 
make their contact, and the only duty 
one owes to the other is the perform- 
ance of the letter of that contract. The 
trustee and the beneficiary, on the other 
hand, do not deal at arm’s length. The 
trustee acts for the beneficiary; duties 
and obligations flow from the trust re- 
lationship which impose upon the trustee 
many restrictions which ‘limit its action 
and increase its responsibility. The 
trustee must think not of its interest, 
but only and solely of the interest of 
its beneficiary. It must act in the best 
of good faith; it may acquire no adverse 
interest; it must keep the trust property 
separate and intact. The trustee per- 
forms a service for its beneficiary for 
which it is entitled to no reward save 
the reasonable compensation to be paid 
for the performance of that service. In 
contrast to this, the banker is entitled to 
any profit which may accrue by reason 
of its contract relationship. The banker 
may use the deposited money (within 
the limitations specified by law) for its 
own purposes; all profits accrue to it; 
and incidental benefits which flow from 
the relationship are legitimately the 
property of the banker.” 


TRUSTEE SHOULD RECEIVE ONE COM’ 
PENSATION ONLY 


The trustee should be limited to one 
compensation, Mr. Phleger contended. 


“Some trustees overlook the necessity 
of taking but one compensation as 
trustee. Some banks have separate de 
partments, a real estate department, an 
insurance department, or a security de- 
partment which participates in the 
underwriting of securities. If a cor 
porate trustee sells the property of a 
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trust estate it may be sold through the 
real estate department at a commission; 
if the trust property is to be insured, it 
may be insured through the insurance 
department; securities may be purchased 
from the security department on which 
a profit is credited to that department 
and charged to the trust. In behalf of 
such a practice, it is urged that these 
services are not ordinarily performed 
by a trustee; that if others are em- 
ployed to perform them, they are paid 
compensation which is charged to the 
trust. Why, therefore, should the cor- 
porate trustee not be in equally as good 
a position? Why should it not be en- 
titled to deal through the other depart- 
ments of the bank, and pay them the 
compensation which it would otherwise 
pay to outsiders? The answer is that 
a trustee is allowed but one compensa- 
tion for all its services. If it has per- 
formed extraordinary services, that is to 
be taken into account in fixing its com- 
pensation, but it is not entitled to pay 
out of the trust estate, with its right 
hand, money into its left hand, for serv- 


ices performed by its left hand. 


“Nor is the trustee entitled to make 
a profit out of its dealings with the 
trust estate. It should not deal with a 
security department in the purchases of 
securities, where that department has 
any interest as underwriter or otherwise 
in the securities purchased. 

“These observations point to the im- 
portance of maintaining the trust de- 
partment in an absolutely independent 
status; where it may act solely and ex- 
clusively with a view to the interest of 
its beneficiaries, and where it will re- 
ceive and be credited with but one com- 
pensation.” 


DANGERS OF LIMITING LIABILITY 


The trustee is expected by law to 
manage another's property not only 


with the same care that it uses in 
its own affairs but must even exercise 
greater diligence in managing the affairs 
of others. It is not sufficient that a 
trustee should be honest. He must also 
be intelligent. Concerning the limiting 
of liability, Mr. Phleger said: 


“A provision in a trust indenture 
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limiting the liability of a trustee will be 
given effect in law—but it is submitted 
that the inclusion of such a provision as 
a matter of practice, in personal trust 
agreements, is not to the ultimate ad- 
vantage of the trust company, for while 
its immediate effect may be to protect 
the trust company for some particular 
default or omission, its ultimate result 
is to drive away trust business. 

“The argument advanced for the in- 
clusion of provisions limiting liability, 
is that the responsibility of the trustee, 
without such a limitation, is greater 
than is justified by the compensation re- 
ceived by it; that the sum paid the 
trustee for its service is too small to 
justify the assumption of the customary 
liability. Therefore, say the advocates 
of such provisions, by inserting the 
limitation of liability, the trustee as- 
sumes a lesser liability and is thus en- 
abled to act for a smaller fee, the 
smaller fee will in turn induce increased 
business. 

“It is submitted that this is: a fal- 
lacious argument. Trust business is at- 
tracted primarily by the conviction on 
the part of the trustor that the trustee 
is properly qualified by experience and 
knowledge to safely administer the 
trust fund, and will be financially re- 
sponsible for any default. The question 
of compensation is secondary, for it is 
but poor consolation to a trustor who 
may have lost, without redress, the 
corpus of the trust through the inex- 
perience of a trustee, to know that he 
has had to pay but slight compensation 
for the services of the trustee. 

“The proper performance of trust 
duties by a corporate trustee not only 
entitles it to adequate compensation, but 
it is impossible to give adequate trust 
service for compensation. that is not 
adequate. There is no way that you 
can skimp on the performance of a 
trust duty and still properly perform 
that duty. If I desire the services of a 
trustee, and wish to be sure that the 
duties are to be properly performed, the 
first thing I do is to provide adequate 
compensation. It is suggested that 
trustees will be better protected in the 
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long run, by absolutely insisting on ade- 
quate compensation for everything they 
undertake, then by attempting to limit 
their responsibility and duties in order 
that they may act for a lesser com- 
pensation.” 


NEW OFFICERS ELECTED 


Officers were elected for the coming 
year as follows: President, John C. 
Mechem, vice-president First Union 
Trust and Savings Bank, Chicago; vice- 
president, Gilbert T. Stephenson, vice- 
president Equitable Trust Company, 
Wilmington, Del.; members of the ex- 
ecutive committee: Roland Clark, vice- 
president Fidelity Trust Company, Port- 
land, Me.; Robertson Griswold, vice’ 
president and trust officer Maryland 
Trust Company, Baltimore, Md.; Ralph 
Stone, chairman Detroit and Security 
Trust Company, Detroit; H. L. Stand- 
even, vice-president Exchange Trust 
Company Tulsa, Okla.; C. M. Malone, 
president Guardian Trust Company, 
Houston, Tex.; A. P. Bigelow, president 
Ogden State Bank, Ogden, Utah. 

Mr. Mechem was born January 1, 
1886, in Battle Creek, Mich. He re- 
ceived his A- B. degree from the Uni- 
versity of Michigan and his LL. B. from 
Harvard University. His first position 
was with Knapp & Campbell, attorneys, 
of Chicago, 1910-12. In 1912-15 he 
was a member of the firm of Mechem 
& Bangs, attorneys, Chicago, which in 
1915 became Mechem, Bangs & Harper. 
From 1917-19 Mr. Mechem served as a 
captain in the United States Army. 
After the war he was with Lee Higgin- 
son & Company, investments, Boston, 
until 1920, when he entered his present 
position. 

At the 1930 convention of the 
American Bankers Association it will be 
the turn‘of the Trust Company Division 
to nominate a second vice-president who 
will in due course become president of 
the Association. The executive com: 
mittee of the division unanimously 
selected Francis H. Sisson for this 
honor. Mr. Sisson is vice-president of 
the Guaranty Trust Company of New 
York. 





Savings Bank Division Meeting 


Savings Bankers Discuss Speculation, Computation of Interest — 
Austin McLanahan the New President 


October 1, Taylor R. Durham, the 

president, presiding. In outlining 
the work accomplished by this division 
during the last year Mr. Durham told 
particularly of the efforts of the com- 
mittee which was charged with evolving 
a standard method of computing in- 
terest. Concerning this he said: 


“Last year we had a _ committee 
who made a survey of the entire 
United States on methods of computing 
interest. Very much to our own sur- 
prise, those of us who are more or less 


TT 6« Savings Bank Division met 


TayLor R. DuRHAM 
Vice-president Chattanooga Savings 
Bank & Trust Co., Chattanooga, 
Tenn., and retiring head of the Sav- 

ings Bank Division. 


familiar with savings business, we found 
that, of the banks advertising the same 
rate of interest, there were fifty-two 
separate and distinct methods of ar- 
riving at the conclusions of the amount 


to be paid to the depositors of a given 
account. 

“This committee prepared four typ- 
ical accounts and sent them to more 
than a thousand banks, asking them 
how much interest they would pay on 
those four accounts, and what method 


© sachnacn 
AusTIN McLANAHAN 


President Savings Bank of Baltimore, 

who has been elected president of the 

Savings Bank Division for the coming 
year. 


was used in determining the results. 
That showed that there were fifty-two 
separate and distinct ways of arriving 
at their results, and the results were 
equally illuminating in that the amounts 
paid on these four typical accounts 
ranged all the way from nothing at 
all up to $135. 

“The average amount was approxi- 
mately sixty-six dollars, the majority of 
the banks perhaps paying between ninety 
and one hundred dollars, although there 
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were a sizable number of banks who 
would not pay anything at all on typical 
accounts of that kind. So you can see 
that, of two banks across the street 
from each other, advertising interest at 
4 per cent., one would pay nothing on 
one account and the other would pay 
as high as $135. 

“I don’t know if that would happen 
in two banks right across the street from 
each other, but we found a great 
difference in banks in the same cities. 
We had one case of a vice-president 
who had a questionnaire coming to his 
bank. He turned it over to an assistant 
who computed his accounts. After do- 
ing so he turned it over to another as- 
sistant across the way, a junior officer, 
who made the calculation, and the two 
were wide apart. It came to the vice- 
president to settle the controversy, and 
he said, ‘Now I see you know nothing 
about computing interest. Just take it 
over to. the boys in the savings depart- 
ment and they will show you how it 
is done,’ which they did, and they 
reached a different conclusion from the 
junior officers. So that there were 
three answers to the same account in 
the same bank, all because of the in- 
terpretation of their own rules. 

“You could imagine then, the diffi- 
culty that the executive council of the 
Savings Bank Division had in select- 
ing from these fifty-two methods what 
would be considered the ideal method 
of computing interest, or something that 
could be recommended to the bankers 
of America. 

“After the council worked on the in- 
formation for many hours, four of 
these methods were selected and are 
recommended by the council of this 
division. That does not mean that you 
should necessarily accept’ them, but I 
do know that you would be interested 
in looking over the compilation of 
figures and these various methods of 
calculating which were discovered by 
this committee. 

“This has been reduced to pamphlet 
form, together with the recommenda- 
tions of the executive council.” 
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MOST TROUBLES NEVER HAPPEN 


In his annual report Mr. Durham 
enlarged upon the ever-increasing im- 
portance of savings banking and its 
significance not only to banks engaged 
in this type of banking service but to 
the public. To those bankers who are 
inclined to have fears for the future of 
savings due to competition, he said: 


“We conservative bankers may well 
keep in mind the adage carved in stone 
above the fireplace in a wayside inn. 
It reads thus: ‘I. am an old man and 
have seen lots of trouble in my time, 
but most of it never happened.’ 

“Financial plans will change with the 
years, but savings in some form will re- 
main and continue popular. No danger 
is there that the plan under which the 
middle classes, which constitute the bulk 
of our population, have achieved a 
competence, will fall into disuse. 
Savings has grown up but not into 
decrepitude.” 


VALUE OF RESEARCH 


Speaking on the subject “Today's 
Laboratory Is Tomorrow’s Industry” 
Dr. Rufus Bernhard von KleinSmid, 
president of the University of Southern 
California, was the first guest speaker 
on the program. Dr. KleinSmid pointed 
out the importance to industry of in- 
telligently directed research and showed 
how many industrial successes had been 
based on the findings of pure science. 
He stated that the price of progress 
these days is research and the industry 
that fails to recognize this is the one 
that falls behind. 


LEASEHOLD LOANS 


Jay Morrison, vice-president of the 
Washington Mutual Savings Bank, 
Seattle, Wash., spoke on leasehold loans 
for savings banks. He reported that the 
holding of property on long-term leases 
is becoming increasingly prevalent in 
our American cities, making necessary 
a type of loan based on these values. 
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Under proper conditions he believes 
such loans to be legitimate ones for 


savings banks. He said in part: 

“As I see it, the chief criterion as to 
the safety of a leasehold loan lies in the 
number of times the expenses of the 
property and its ground rent—that is, 
all charges prior to the interest on the 
leasehold loan—-are earned. Let us say 
the gross revenue on a building is $14,- 
000 a year. Operating expenses, heat, 
light, power, taxes, etc., take up $4000 
a year. Let us assume that the ground 
rental is $2000 a year. We then have 
a net income on the leasehold estate of 
$8000 a year. This would seem to 
offer a considerable security for a loan. 
Under the schedule recommended here- 
inafter, I believe such a leasehold, satis- 
factorily meeting other requirements, 
would be good security for a loan of 
$36,000. 

“Were the ground rental $5000 a 
year instead of $2000, there would be 
in my illustration a net income of only 
$5000, so that the ground rental would 
be earned but twice, after allowing for 
expenses of operation. In that event, 


I believe the loan should be limited to 
$15,000, or three times the net income. 


“T have drawn up an abstract of the 
points I consider essential in judging 
the safety of a loan on a leasehold in- 
terest in real estate: 

1. The lease should contain no trick 
clauses. There should be in the lease a 
provision preventing the feeholder from can- 
celling the lease for any default on the 
part of the lessee in any of its provisions, 
without first giving notice to the leasehold 
mortgages. This is essential. If it is not 
in the lease, then any person expecting to 
lend on the leasehold should get such an 
agreement from the feeholder and all par- 
ties holding an interest in the feehold. 
Otherwise a person lending on a lease may 
find that lease simply cancelled underneath 
him, and so lose the entire security. 

2. In my opinion no loan should be made 
upon a leasehold interest in real estate for 
a period in excess of ten years, nor in any 
case where the lease is to expire in less 
than twenty years. I believe the lease should 
have run at least two years before the loan 
is made. We must remember that leasehold 
estates are disappearing equities, and on the 
date that the leases expire they are worth 
exactly nothing. We should not then find 
ourselves with a loan of considerable amount 
on a leasehold which is about to expire. 

The reason for not lending on leases 
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which have run less than two years lies in 
the desirability of obtaining figures, based 
on actual experience, of the income and ex- 
penses obtaining under the lease. If we 
make loans on properties subject to newly 
negotiated leases, income and expenditures 
will have to be estimated. This means that 
considerable latitude is given to the imagina- 
tion of promoters of the project; and we 
are all aware of the disastrous results which 
have accompanied estimated income and ex- 
penses in the real estate mortgage bond 
field. There can always be found eminent 
gentlemen who will accommodate their esti- 
mates to the desires of the promoters. 

3. I believe that no loan should be made 
on a leasehold estate unless the loan is 
amortized through substantially equal semi- 
annual, quarterly or monthy payments, 
which, if continued at the same rate, would 
extinguish the debt at least ten years prior 
to the expiration of the lease. This pro- 
vision is necessary in order to maintain the 
margin of safety, for we must decrease our 
debt as the value of the lease disappears. 

4. In calculating the number of times the 
ground rental is earned bv a lease, we meet 
the difficulty that in many leases the ground 
rental to be paid is not constant, but varies 
—generally increasing in amount as the 
lease grows older. The only safe method 
of calculating the net income on a lease is 
to apply the highest ground rental to be 
paid during the life of the loan. I think 
that is obvious. But in some leases the 
ground rent might step up very rapidly just 
after the maturity of the loan. It might 
increase in such an amount as to make the 
refunding of the loan impossible. There- 
fore, I believe that in the calculation of the 
net income of the leasehold estate, the 
prospective lender should consider as an ex- 
pense not only the highest ground rent to 
be paid during the life of the loan, but for 
a period of say three or five years after the 
expiration of the loan. If he does that, he 
will not get caught with a loan on a lease 
subject to a prospective increase in the 
ground rental. 

5. I believe no loan should be made upon 
a lease at all unless the net income of the 
leasehold estate is greater than the ground 
rental; that is, after paying all expenses, the 
ground rent should have been earned ‘at 
least twice over. If the ground rent has 
been earned twice over, I think the savings 
bank should be able to lend not in excess 
of three times the net annual income. If 
the net income is more than twice the 
maximum ground rent, I believe the savings 
bank can safely lend five years’ net income. 
If the net income is more than four times 
the ground rent I believe the savings bank 
can safely lend seven times the net income, 
and in the event the net income is greater 
than eight times the ground rent, I believe 
the savings bank can lend nine years’ net 
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income. In the last case, the safety prac- 
tically approaches that of a loan on a fee 
hold interest. 


“The complexities of leasehold lend- 
ing are somewhat discouraging; never- 
theless it may be that we as savings 
bankers must face them. We have seen 
the transition of our bond business from 
simple, non-callable, closed first mort- 
gage trust indentures to the complex 
open mortgage, with callable and pos- 
sible convertible features of the present 
day. It may be that we are to witness 
a similar growing complexity in our 
loans on real estate.” 


Mr. Morrison’s address was followed 
by a general discussion on the subject 
of leasehold rents which brought out 
some interesting points. 


RESOLUTION PASSED 


The following resolution was adopted 
by the meeting: 


“Whereas, extravagance and _ the 
widespread desire to ‘make money’ 
through speculative channels, concomi- 
tant of our country’s prosperity which 
has continued uninterruptedly for many 
years, have adversely affected the nor- 
mal rate of growth in savings deposits 
and the inclination of our people to 
increase their capital by means of steady 
and persistent accumulation; now, there- 
fore, be it 

“Resolved, That we urge upon our 
members their duty to warn those of 
their depositors who have not had the 
experience necessary to enable them to 
invest safely and wisely the dangers of 
ignorant speculation and extravagance, 
to offer to make available to them our 
services in the matter of advice and in- 
formation, and to increase our efforts to 
acquaint the public with the advantage 
of the security and safety of savings ac’ 
counts in addition to other forms of in- 
vestment which may be sound and de- 
sirable; and be it further 

“Resolved, That, notwithstanding the 
fact that the new and severe forms of 
competition in recent years are disturb- 
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ing to a considerable number of our 
members, the Savings Bank Division of 
the American Bankers Association urges 
upon its members their continued ad- 
herence to the highest standards of the 
profession, that they take no steps to 
meet the lowering standards of some 
competing agencies, and that they stand 
confidently by their guns, conscious 
that the principles of savings banking 
established by the experience of more 
than 100 years will survive and that 
after the present movement has run its 
course the prestige of savings banking 
will yet be undimmed and its services 
appreciated and utilized by an ever- 
growing army of our people.” 


OFFICERS ELECTED 


The following officers were elected at 
the conclusion of the session: President, 
Austin McLanahan, president of the 
Savings Bank of Baltimore, Md.; vice- 
president, A. C. Robinson, president of 
Peoples Savings Bank and Trust Com- 
pany, Pittsburgh, Pa.; executive com- 
mittee: G. L. Deane, president of the 
Grand Rapids Savings Bank, Grand 
Rapids, Mich.; Ray Nyemaster, vice- 
president of American Commercial Sav- 
ings Bank, Davenport, Iowa; J. C. Per- 
sons, president of Traders National 
Bank, Birmingham, Ala. 

Mr. McLanahan was born October 
31, 1871, in Chambersburg, Pa. He re- 
ceived his A. B. degree from Princeton 
University in 1892 and his B. L. de- 
gree from the University of Maryland 
Law School in 1897. His first position 
was as secretary to the head of Alex- 
ander Brown & Sons, bankers, of Balti- 
more, of which firm he became a part- 
ner in 1902. In 1922 he was elected to 
his present position. He is also a di- 
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rector in the Maryland Casualty Com- 
pany, First National Bank of Baltimore, 
Title Guarantee and Trust Company; 
Baltimore, and Fidelity and Guarantee 
Fire Insurance Company, Baltimore. 

Mr. McLanahan is also president of 
the Associated Mutual Savings Banks of 
Baltimore, and in his American Bank- 
ers Association activities he has served 
as a member of the executive council 
and Committee on State Legislation; as 
a member of the executive committee, 
chairman of the Committee on State 
Legislation, and vice-president in the 
Savings Bank Division. 





The State Secretaries Section 


Graettinger Elected to Head the State Secretaries — Committee 
Reports Given 


State Secretaries Section was made 

up mostly of a series of reports 
covering a comprehensive program of 
activity carried on by the chairmen of 
various committees of the section. In 
most cases the reports were followed by 
pertinent discussion. 

The bank taxation situation was dis- 
cussed by J. W. Brislawn of Washing- 
ton. Miss Forba McDaniel, of In- 
diana, reported on “more active country 


"Ts program of the meeting of the 


FRANK WARNER 


Secretary of Iowa Bankers Associa- 
tion, and retiring head of the State 
Secretaries Section. 


bankers’ associations.” Bank insurance 
rates were analyzed by Eugene P. Gum, 
of Oklahoma. M. A. Graettinger, of 
Illinois, described methods of protection 
against bank robbers, burglars and de- 
frauders. 

Other reports were: Public education, 
C. F. Zimmerman, Pennsylvania; co- 
ordinating earnings, expenses and divi- 
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dends, C. H. Mylander, Ohio; district 
interstate conferences, W. A. Philpott, 
Jr., Texas; efficiency experts for non- 
city banks, Mrs. Margaret Barnes, New 
Mexico; resident bank examiners, W. 
B. Hughes, Nebraska; town, country 


M. A. GRAETTINGER 


Secretary Illinois Bankers Association 
and new president of the State Sec- 
A. 


retaries Section, A. 


and district credit bureaus, W. G. 
Coapman, Wisconsin; licensing of bank- 
ers, W. W. Bowman, Kansas; and 
American Institute of Banking, Robert 
E. Wait, Arkansas. 

Officers were elected as follows: 
President: M. A. Graettinger, of Il 
linois; first vice-president, H. Grady 
Huddleston, of Tennessee; second vice’ 
president, Paul P. Brown, of North 
Carolina. The board of control is as 
follows: M. A. Graettinger, H. Grady 
Huddleston, Paul P. Brown, Frank 
Warner, and W. W. Coapman, of 
Wisconsin. 





Resolutions of 55th Convention 


Agriculture, Credit Situation, Taxation and Banking Trends Are 
. Considered in Resolutions 


M. LAW, vice-president of the 
FE First National Bank of Houston, 

@ Tex., as chairman of the Resolu- 
tions Committee of the 55th Annual 
Convention of the association presented 
the following resolutions at the last 
general session and they were unani- 
mously adopted: 


AGRICULTURE 


Agriculture is undergoing fundamen- 
tal changes with the introduction of 
scientific methods, and the industry is 
showing much improvement. In a 
large measure, the prosperity of many 
members of this association is dependent 
upon good conditions in the agricul- 
tural industry. We commend the wide- 


spread educational program which is 
being participated in by universities, 
colleges of agriculture, state bankers’ 


associations and by the agricultural 
commission of this association. The en- 
actment of Federal legislation, providing 
for a farm board with broad respon- 
sibilities, is observed with interest by 
the association, and we hope that, 
through this agency, sound economic 
policies may be developed which will be 
of practical benefit in the stabilization 
and advancement of this basic industry. 
We express confidence in the farm 
board, and we believe, if given ample 
time for its deliberations, that its work 
affords an opportunity for the develop- 
ment of measures of great importance 
to the general welfare of the country. 


CREDIT SITUATION 


The credit situation in the United 
States while fundamentally sound is at- 
tended with many new problems due to 
comparatively recent changes in various 
important methods of financing indus- 
try and commerce. Hand-to-mouth 


buying has resulted in reduced inven- 
tories all along the industrial line. This 
has been followed by falling commodity 
prices, but increased production and in- 
creased total earnings, and a smaller 
capital requirement for the same pro- 
duction, which is evidenced by a falling 
off in the relative amount of money 
used for commercial purposes while the 
actual total has been increasing. On 
the other hand, instalment buying has 
required increased financing that repre- 
sents a call upon future earnings of the 
buying public. 

Industries have been financing work- 
ing capital more and more through the. 
issuance of securities, first through 
bonds and stocks and during the last 
two years increasingly through stocks. 
This has resulted in a slower growth of 
commercial bank loans and a more 
rapid growth of loans against securities 
together with the holding of idle funds 
periodically by many industries. 

This change in financing has created 
more securities and has led industries to 
use funds received from the issuance of 
long time obligations in the stock mar- 
ket. 

Expanding business and increasing 
prosperity, together with greater avail- 
able funds for use in carrying stocks, 
have attracted a vast public, both do- 
mestic and foreign, into our stock mar- 
ket. As stock prices have risen, greater 
margins have been demanded, and bank- 
ers have followed the changing situation 
with the utmost solicitude. 

The combined result of these new 
movements seems to be reflected in the 
increasing proportion that loans against 
securities bear to the whole credit struc- 
ture. But to a certain extent such loans 
indirectly carry industrial and commer- 
cial enterprises whose needs were for- 
merly cared for by bankers through 
commercial loans. Many of these de- 
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velopments are sound, but it must be 
borne in mind that changing psycholo- 
gies create new problems and bankers 
must be ready to meet them. 

The total of so-called brokers’ loans 
as now given publicity weekly and 
monthly is a spectacular figure, whereas 
it should be a scientific figure. 

As a spectacular figure it leads to 
stock market fluctuations that are un- 
sound and detrimental to the public 
good and also to threats of financial 
legislation which if carried out might 
be even more harmful. 

The development of brokers’ loans 
during the last few years is a phenome- 
non attending our growing prosperity 
that was neither premeditated nor an- 
ticipated and that is not yet thoroughly 
understood. 

It is important that the situation cre- 
ated by the growing total of brokers’ 
loans be carefully studied, not through 
public investigation, which is again spec- 
tacular and unavoidably so, but on the 
basis of scientific research carried on 
quietly by those competent to get at the 
facts, evaluate them and recommend 
and put into force such changes in pro- 
cedure, if any, as may be for the public 
good. 

The American Bankers Association, 
therefore, believes that the Federal Re- 
serve System, in co-operation with 
American bankers and stock exchange 
authorities, should take up this matter 
at once, ascertain all underlying facts 
in connection with brokers’ loans, study 
the possibility of effecting greater stab- 
ilization of the money rate, and then in- 
troduce such changes in procedure as 
may be found advisable. 


TAXATION 


Whereas, there are now pending be- 
fore the Congress of the United States 
various bills seeking to amend the ad 
valorem provisions of Section 5219 of 
the U. S. Revised Statutes, the effect 
of which would deprive banking asso- 
ciations of the protection from discrimi- 
natory state taxation which is assured 
under the provisions of this section as 
they now obtain, and 
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Whereas, such proposed legislation if 
enacted into law would mean the sur- 
render of the basic principle that the 
stock of national banks shall not be 
taxed at a rate greater than that im- 
posed upon competing moneyed capital 
in the hands of individual citizens, a 
protection which was provided by the 
Congress within a year after the crea- 
tion of a system of national banks and 
which principle has continued inviolate, 
and 

Whereas, national banks are, and 
have been since 1863, agencies of the 
National Government, and are now 
clothed with additional responsibility 
and functions as the only compulsory 
members of the Federal Reserve Sys 
tem, and as such the protection from 
discriminatory taxation by the states is 
imperative, and 

Whereas, there is no disposition on 
the part of the banks to avoid the pay- 
ment of their fair proportion of state 
and local taxes and to that end they have 
joined with the Congress in keeping 
pace with modern fiscal tendencies by 
fostering income taxation or excise 
taxes, as alternatives to the tax on the 
shares of national banks, and inasmuch 
as Massachusetts, New York, Wisconsin, 
California, Oregon and Washington 
have by adopting one or the other of 
these alternatives demonstrated that it 
is feasible for the states to enact equi 
table and adequate taxation laws. which 
are not in violation of the protective 
principles of Section 5219, and 

Whereas, the protection of the long 
established principles of this section in- 
ures not only to national banks, but in 
a large measure to state banks, and, 
therefore, any impeachment of the in- 
tegrity of this protection is of grave 
concern to all banking institutions, 

Now, therefore, be it resolved, that 
this association reaffirm the resolution 
adopted by it in 1928 at its annual con- 
vention held at Philadelphia, Pa., and 
that it hereby declare its opposition to 
any amendment to Section 5219 that 
might tend to infringe upon the integ: 
rity of the protective principles thereof, 
and that its Special Committee on Sec 





THE BANKERS MAGAZINE 


tion 5219 be, and it hereby is, instructed 
and directed to carry out the purpose 
of this resolution. 


BANKING TRENDS 


Whereas new economic forces are ac- 
tively at work which are vitally affect- 
ing our present banking systems, both 
national and state, and the trend toward 
group and chain banking is a matter of 
vital concern and of far reaching im- 
portance to national and state bankers 
alike, and, whereas suggestions have 
been made looking toward an extension 
of branch banking in the National 
Banking System and the Comptroller of 
the Currency has expressed views in 
favor of branch banking which may 
lead to the appointment of a congres- 
sional committee to investigate the sub- 
ject; and, whereas we believe all classes 
of membership in the American Bank- 
ers Association should be represented in 
any further study of the matter to the 
end that sound conclusions may be 
reached as to what system or systems 
would best serve the economic needs of 
the country, 

Therefore, be it resolved, that the 
Economic Policy Commission be in- 
structed to continue its investigation of 
this matter and represent the American 
Bankers Association in seeking co-opera- 
tion with any committee which may be 
appointed by Congress on the subject; 
that such commission be charged with 
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the duty of watching all developments 
in the interest of our members, and 
that it report its conclusions and recom- 
mendations to the executive council at 
the spring meeting. 

We express our sense of deep obli- 
gation to our retiring president, Craig 
B. Hazlewood. We call the attention 
of the members of the association to the 
extremely valuable contribution he has 
made to the banking business in further- 
ing the principles of better bank man- 
agement. The program of better bank 
management which has been the key- 
note of his administration has been re- 
sponsible in no small measure for the 
widespread: progress in the last year in 
the direction of more scientific bank 
operation and management. 


HOSTS AND SPEAKERS 


The association extends its sincere 
thanks to the bankers, hotels, press, 
ladies and the general public of the city 


of San Francisco for the manifold kind- 
nesses and gracious hospitality extended 
to all of the delegates and their families. 
Likewise, the association is indebted 
to the speakers at the various sessions 
of the convention, divisions and sec- 
tions, who, by their carefully prepared 
addresses, have helped to make the 
Fifty-Fifth Annual Convention of this 
association one of profit and enjoyment 
to all those who were privileged to be 
present. 





New head office building of the Canadian Bank of Commerce, 

Toronto, Canada, as it will appear on its completion, in Novem- 

ber, 1930. The building, which will be the tallest in the 

British Empire, will be 456 feet in height and contain 34 stories, 
It is to be of Indiana limestone. 
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The Financial and Economic Situa- 
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A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By Paut EINzic 


European Correspondent of THE BANKERS MacGazINE and Foreign Editor the 
Financial News, London 


[Epiror’s Note:—THE BANKERS MaGa- 
ZINE takes pleasure in introducing to its 
readers Dr. Paul Einzig, foreign editor of 
The Financial News, London, who, begin- 
ning with this issue, becomes our European 
correspondent. Dr. Einzig was educated at 
the London School of Economics and the 
University of Paris, the latter conferring 
upon him a degree of Doctor of Political 
Science. He is a fellow of the Royal Statis- 
tical Society and of the Royal Economics 
Society. Dr. Einzig will contribute an ar- 
ticle to THe BANKERS MAGAZINE each 
month under the heading given above.] 


r | c general wave of optimism 
created by the agreement reached 
at The Hague, after the most 

heated debate in the history of post- 

war conferences, proved to be rather 
short-lived. Although people in every 
country realize the importance of the 
adoption of the principle of the Young 
Plan they are well aware that every- 
thing is not plain sailing yet. Before 
the Young Plan can be submitted for 
ratification to the parliaments of the 
countries concerned many problems will 
have to be settled. The most important 
of them is the elaboration of the 
statutes of the Bank for International 

Settlements. It is generally expected 

that the conflicting interests will have 

another lively encounter as regards the 
location of the head offices of the bank. 

The view is held that this problem, 

which is political rather than financial, 

ought to have been settled at The 

Hague, leaving for the Organizing 

Committee only the elaboration of 

technical details. As it is, the work 

of that committee is likely to be handi- 
capped by the necessity of coming to 
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terms by way of a political compromise 
before they can get on with their 
proper task. 

According to one school of thought, 
it is a matter of little importance where 
the bank will be situated, for in any 
case its scope will be rather more re- 
stricted than was foreseen by the au- 
thors of the scheme. At least one 
government will endeavor to confine 
the activities of the bank to that of 
an office of reparation and war debt 
payments, plus an administrative organ 
to facilitate the co-operation of central 
banks. The majority of financial 
opinion in London and other conti- 
nental centers is not prepared, however, 
to dismiss the matter as lightly. It is 
said that, even if the initial importance 
of the bank will be restricted, nobody 
can foresee into what it may develop 
in the course of time, and for this rea- 
son it is advisable to regard the lo 
cation of the bank as a matter of first 
rate importance. 

The City holds the view that the 
British Government should do its ut 
most to secure the bank for London. 
It is considered by many as a mistake 
that Mr. Snowden did not obtain the 
consent of the Allies to this at The 
Hague, instead of other concessions he 
obtained. The British experts are like- 
ly to meet with strong opposition, 
especially on the part of France, but 
to a minor degree also on the part of 
Belgium and Germany. On the other 
hand, the suggestion of Brussels as the 
headquarters of the institution, favored 
by France, is considered in Berlin as 
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unacceptable, while the German sug: 
gestion of Amsterdam is opposed by 
both France and Belgium. There is 
comparatively little opposition against 
Switzerland, though it has been made 
clear that the bank will be independent 
of the League of Nations. 


GREAT BRITAIN 


Even apart from the worries as to 
the difficulties to overcome with re- 
gard to the definite adoption of the 
Young Plan, London is experiencing a 
rather troublesome time. During the 
last month, the menace of an increase 
of the bank rate continued to increase 
until September 26 when the increase 
actually took place. Although an in- 
crease of the bank rate is never popu- 
lar, it has probably never been more 
unpopular than on this occasion. When 
it is made necessary by overtrading, 
speculation or inflationary symptoms it 
is regarded as an unpleasant remedy of 
economic evils. At present, however, 
the causes are purely monetary, and 
there is nothing in the economic situa- 
tion itself which would have neces- 
sitated such a step. Owing to abnormal 
influences, such as the Wall Street 
situation, the withdrawal of French 
balances, and excessive German short- 
term borrowing, the three principal ex- 
changes have been moving against 
sterling for some time past. As a re- 
sult, the Bank of England was unable 


to secure much of the South African 
gold output, and lost a substantial por- 
tion of its own reserve, which declined 
well below the limit of £150,000,000 
fixed by the Cunliffe Committee. 

It is understood that the Bank of 
England itself would have gladly raised 
the bank rate much earlier so as to 
check the outflow, but it was reluctant 
to antagonize the Labor Government, 
which could have interpreted the in- 
crease as an attempt to render more 
difficult its task of balancing the budget 
and reducing unemployment. In order 
to avoid a clash between Downing 
Street and Threadneedle Street, the 
Bank thought it diplomatic to allow the 
efflux of gold to continue until it be- 
came obvious that steps had to be taken 
to check the movement. It was not 
advisable to wait much longer, how- 
ever, for, apart from the gold situation, 
the placing of Treasury Bills was also 
becoming increasingly difficult, owing 
to the general anticipation of higher 
rates. 

The increase of the bank rate coin- 
cided with the collapse of a financial 
group headed by Clarence Hatry. It 
was nothing more, however, than a 
mere coincidence, for it is contrary to 
the traditional policy of the Bank of 
England to be influenced by events on 
the Stock Exchange. As far as can be 
ascertained at the time of writing, the 
collapse was due to the immobilization 
of the group’s resources in the recently 
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created steel combine. Clarence Hatry 
and his partners have been arrested and 
charged with forging a large amount 
of scrip certificates of municipal bonds 
issued by one of their companies. The 
amount involved is believed to be ex- 
ceptionally large, and it appears prob- 
able that the losses will be considerable. 
As, however, the principal creditors are 
in a very strong position, there is no 
need to anticipate any serious difh- 
culties as a result of the failure. In a 
way, the elimination of some of the 
speculative companies promoted during 
the boom of 1928 is a favorable process 
as it places the market on a sounder 
basis. 

With regard to recent failures’ of 
continental firms, in which a large num- 
ber of London accepting houses were 
involved to a considerable extent, a 
movement has been initiated for the 
establishment of a credit information 
bureau. British banking houses are 
. reluctant to part with information, and 


their secretive nature often facilitates 
excessive borrowing by firms which suc- 
ceed in raising large credits from a num- 
ber of banking houses. To prevent this, 
the Committee of Accepting Houses, of 
which Sir Harry Goschen is chairman, 


is planning the establishment of a 
‘credit list through which it will be 


possible to obtain information as to the 
total amount of credit raised by a 
foreign firm, though the details of any 
individual transaction will remain se- 
cret. It is by no means easy to over- 
come the traditional secretiveness of 
banks, but it is none the less hoped that 
some arrangement will be reached in 
the near future. 


FRANCE 


The anomalous monetary situation 
continues to perplex bankers and theo- 
retical experts. While the bank rate 
is still, at the present writing, at 3!4 
per cent., and the Bank of France 
has accumulated large amounts of gold, 
money is nevertheless tight, especially 
during the second half of every month. 
The market rate of discount for three 
months’ fine bills is as high as 6 per 
cent., while loans to commercial firms 
carry at least 7 per cent. The low 
bank rate is of little practical signifi- 
cance, as the maximum contingent of 
rediscounts for every bank is very low; 
moreover, banks as a rule do not want 
to exhaust their contingents, they pre- 
fer to leave a fair margin for emer- 
gency. The rate of day-to-day loans is 
admittedly very low, largely due to 
the absence of any other investment 
facilities for liquid funds, such as the 
New York call money market or the 
London bill market. In spite of the 
endeavors of the monetary authorities 
to develop a good bill market in Paris, 
the volume of franc acceptance is still 
very small. The spread between high: 
est and lowest quotations for the same 
class of bills at the same moment is 


‘ sometimes as wide as 3% to 1 per cent., 


which does not encourage either lend: 
ers or borrowers to operate. The 
short-term Treasury Bills have all been 











withdrawn, the shortest Treasury Bills 
remaining in circulation are the two 
years’ Bons de la defense nationale. 
In order to be able to employ profitably 
their idle reserves, the French banks 
transfer them to London and New 
York. Towards the end of every 
month, when they are in need of cash, 
they have to repatriate part of these 
balances, and the result is the dis- 
turbance of the international monetary 
equilibrium. Sterling is particularly af- 
fected by these periodical movements. 
This disturbing factor will continue to 
operate until the Paris market has de- 
veloped sufficiently to provide remun- 
erative employment for the idle reserves 
of the banks. 

The Anglo-South American Bank has 
decided to discontinue its French afhl- 
iate, the Banque Anglo-Sud-Ameri- 
caine §. A., whose business is being 
taken over by the Banque Transatlan- 
tique. The AngloSouth American 
Bank has taken over a block of the 
latter’s shares, and appointed two 
representatives on the board of the 
French bank. ‘There seems to be a 
general tendency in France and other 
continental countries to replace foreign 
bank branches and_ subsidiaries by 
participations in leading local banks. 
Experience has shown that foreign 
banks in France, Italy, etc., find it 
difcult to compete with the national 
institutions, which practically mon- 
opolize the first-class clientele. 

There have been a few minor bank 
failures recently, but none of the banks 
which got into trouble is of any signifi- 
‘ance from an international point of 
view. The elimination of mushroom- 
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banks is decidedly a favorable process, 
though unfortunately there are always 
a number of victims among small capi- 
talists. 


GERMANY 


The outstanding event, not only of 
the last month, but probably of the en- 
tire post-war period in the history of 
German banking, has been the an- 
nouncement of the amalgamation be- 
tween the Deutsche Bank and the Dis- 
conto-Gesellschaft. The Deutsche Bank 
has been for decades the leading com- 
mercial bank of Germany, while the 
Disconto-Gesellschaft is one of the 
four big “D” banks. Their combined 
resources will be rather more than 
twice as large as the next biggest bank, 
and will represent about one-quarter 
of the total resources of German joint 
stock banks. The transaction will be 
connected with a capital increase, and 
it is said that a large part of the new 
shares will be taken over by the Na- 
tional City Bank of New York. 

It is believed that this amalgamation 
will give rise to a general amalga- 
mation race, not only in Germany but 
also in other continental countries, 
similar to the amalgamation race wit- 
nessed in the United States. From 
the point of view of the Reichsbank, 
the transaction may not be regarded 
with much enthusiasm, as it will tend 
to weaken the influence of the central 
institution on the German Money Mar- 
ket. As it is, the control of the 
Reichsbank over the money market is 
far from effective, and the creation of 
a commercial bank with capital re- 
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sources of about five billions of reichs- 
marks will introduce another centrifugal 
element. The principal advantage of 
the transaction, apart from considera- 
tions of prestige, is that a number of 
overlapping branches can thereby be 
eliminated. The affiliated banks of 
both institutions will be also absorbed, 
with the exception of the Amsterdam 
affiliate of the Disconto-Gesellschaft, 
which will be further expanded under 
the new regime. 

Money conditions remain  unsatis- 
factory in Germany, owing to the con- 
tinued adverse trend in the interna- 
tional bond market which handicaps 
external borrowing. The leading muni- 
cipalities are issuing internal loans 
bearing interest at 10 to 10 per cent. 
Commercial and agricultural loans are 
also very dear. 

The failure of the Frankfurter All- 
gemeine Versicherungs-A. G., one of 
the leading insurance companies, and 
its associated bank, the Sudwestdeutsche 
Bank, Frankfort-on-the-Main, has at- 
tracted considerable attention not only 
in Germany but also abroad. The 
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cause of its difficulties was excessive 
commitments in the financing of in- 
stalment selling, for which purpose the 
funds required were raised largely by 
means of three months’ bills. A con- 
siderable amount was thus raised in 
London and Switzerland. The creditors 
agreed to grant a moratorium to en- 
able the company to liquidate. Its 
normal insurance business has been 
taken over by another insurance group; 
it is hoped that the losses of the credit- 
ors will be small, if any, though a 
great part of the share capital ought to 
be considered as lost. 

As a result of the uneasiness caused 
in the public by this failure, there was 
a run on several savings banks in 
Frankfort, Berlin, and other cities. In 
every case, the deposits were repaid 
without any difficulty, and confidence 
has thus been restored. 


ITALY 
One of the principal objects of the 


economic policy of Signor Mussolini has 
been the increase of grain production so 
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as to render Italy less dependent upon 
imports. By calling the movement the 
“battle of the wheat,” he succeeded in 
arousing considerable enthusiasm for it, 
and he has every reason to be satisfied 
with the result. The production of 
wheat is estimated at 7,000,000 tons 
this year, against 6,200,000 for 1928, 
and a pre-war average of 5,000,000. 
The average yield per hectare increased 
from 1.06 tons during 1911-14 to 1.25 
tons for 1926-29, and 1.44 tons for 1929. 
This should help Italy a long way to- 
wards balancing her international ac- 
count in spite of the substantial decline 
of emigrants’ remittances. 

Judging by the half-yearly figures of 
the leading banks, the banking year is, 
after all, not so bad as was anticipated. 
It is believed that, as a final result of the 
liquidation of the Trieste cotton firm 
“Sicmat” which failed early this year, 
the losses of Italian banks will not be 
excessive. The bank which was, com- 
paratively speaking, the most affected, 
the Banca Commerciale Triestina, has 
cut its losses by writing down its share 
capital, Another bank which reduced 
its capital recently was the Barclays 
Bank Societa Anonima Italiana, of 
Rome, which lowered its share capital 
from 21,875,000 lire to 12,250,000 lire, 
and then raised it to 50,000,000 lire. 
The operation has been carried out. in 
order to write off initial costs which have 


b n carried forward in the balance 
sheet. 


The regrettable incident of the Banca 
Italo-Brittanica, which suffered losses 
through alleged unauthorized Bourse 
operation of the management of its 
Rome branch, has now been concluded 
as far as its banking aspects are con- 
cerned, though it will have a sequel 
in the criminal courts. The British 
group which controls the bank has re- 
lieved the bank of its inconvenient assets, 
and has reconstructed its board of di- 
rectors. 


HOLLAND 


The Netherlands Bank has introduced 
an interesting innovation in regard to 
the application of the principles of gold 
standard. On the occasion of recent 
withdrawals of gold for France, the ex- 
porters were required to produce trans- 
port documents to prove the destination 
of the consignment, and also a calcula- 
tion of the cost of the operation, so as 
to prove that it was undertaken for the 
sake of profit. These measures, though 
unusual, are in accordance with the law 
restricting the freedom of gold exports 
to countries which themselves possess a 
free gold market. The shipping docu- 
ments by themselves would not be sufhi- 
cient, as a consignment can always be 
readdressed once it passed the frontiers. 
If, however, it is proved that, by de- 
livering the gold in the center indicated 
by the shipping documents, the arbi- 
trageurs can earn a profit, it is reasonable 
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to assume that the center indicated will 
be the final destination of the consign- 
ment. 


BELGIUM 


The rivalry for supremacy between 
the two leading banks, the Societe Gen- 
erale de Belgique and the Banque de 
Bruxelles, continues unabated. The 
latest move in that direction is the pro- 
jected capital increase of the latter 
institution. Both banks have repeatedly 


increased their capital since the stabiliza- 


tion of the franc, and have absorbed 
several other institutions. The situation 
is somewhat similar to that of the Ameri- 
can banks, with the difference that 
possibilities in Belgium are rather 
limited, so that the race for supremacy, 
if continued, may lead to a banking 
system in excess of the requirements. 
Fortunately, Belgian banking has been 
successful in the expansion of its activi- 
ties abroad. Thus, even if the saturation 
point is reached as far as domestic bank- 
ing is concerned, there are channels 
through which further expansion is 
possible. It has been found that an 
afhliated bank, registered under the laws 
of the country in which it operates, has 
certain advantages over a branch. For 
this reason, the Egyptian branch of the 
Banque Belge pour l’Etranger has been 
converted into an independent bank con- 
trolled by an international group of 
banks. The Rumanian branch of that 
institution has amalgamated with one 
of the leading local institutions, the 
Banque Belge acquiring a participation 
in that bank. 
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SWITZERLAND 


In spite of the rise of money rates 
all over the world the Swiss National 
Bank has so far managed to keep its 
bank rate at 314 per cent., and does 
not intend to raise it in the near future. 
The reason of this lies in the discrimi- 
nation against bills financing trade be- 
tween two foreign countries. Such 
bills are not admitted for rediscount, 
and command a much higher rate of 
interest in the market. Thus, in spite 
of the low bank rate foreign borrowing 
in Switzerland is comparatively mod- 
erate. 


SWEDEN 


The most important development in 
the economic life of Sweden in recent 
years has been the spectacular expan: 
sion of the Kreuger & Toll match com- 
bine. The latest move is in the direc- 
tion of taking an interest in the pulp 
industry of the country. It is also 
believed that the group is gradually 
acquiring the control of the Ericsson 
Telephone Co. At the same time, the 
efforts to acquire the match monopoly 
in the greatest possible number of 
countries continue. It has been ru- 
mored that negotiations were in prog: 
ress for the acquisition of the match 
monopoly in Italy and Germany. The 
Italian Government issued a denial of 
the rumors, but the German negotiations 
are believed to be well on their way. 
The match trust would grant the Ger: 
man Government a large loan at a 
comparatively moderate interest against 
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the match monopoly. This is all the 
more important for the Swedish group 
as the Soviet match industry is making 
desperate efforts to capture German 
markets. 


SPAIN 


Recent negotiations for an increase 
of the stabilization credits obtained by 
the government from American and 
British banking groups were not suc- 
cessful. The groups interested in the 
transaction, as well as other interests 
which were approached, stipulated as 
the preliminary condition of the grant- 
ing of additional credits the elaboration 
of a definite scheme for the legal stabili- 
zation of the peseta. The government 
is reluctant, however, to commit itself 
in that direction. Although it is ob- 
vious that the pre-war parity of the 
peseta cannot be restored without con- 
siderable inconvenience, the authorities 
are unwilling to take definite steps for 
the stabilization of the exchange at a 
lower level. 

It is to be regretted that the present 
favorable opportunity for the definite 
stabilization is not utilized. Spain had 
an excellent crop, which practically 
covers domestic requirements. Internal 
political conditions are also settled, so 
that the stabilization could now be 


carried out undisturbed by abnormal 
factors. 


PORTUGAL 


Considering that Portugal did not 
raise any external loan since the war, 
the results of its efforts to stabilize its 


finances should be regarded as satisfac- 
tory. In a recent speech, the Finance 
Minister stated that the budget has 
been balanced. The exchange has been 
stable for some time, and the highly 
dificult and complicated problems of 
colonial currencies are also gradually 
being solved. 


AUSTRIA 


Political conditions in Austria have 
been rather troubled lately. The armed 
forces of Socialists and Nationalists 
had several encounters, and at times 
it appeared that the country would 
become the scene of civil war. Al- 
though conditions have somewhat im- 
proved, they are far from satisfactory. 
The country’s external credit has natur- 
ally suffered to some extent as a result 
of its political difficulties. The national 
bank had to follow the Bank of En- 
gland in raising its rediscount rate. 

The scheme of an international loan 
for capital expenditure does not make 
any progress, owing to adverse con- 
ditions in the international bond market. 
Although all legal obstacles have now 
been eliminated, and both Reparations 
Commission and the Relief Committee 
have agreed to waive their priority 
in favor of the new loan, the issue 
cannot take place pending a favorable 
change in the international situation. 


RUMANIA 


According to the latest report of 
Professor Rist, the foreign adviser ap- 
pointed by the international group of 
banks which granted Rumania the 
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stabilization loan, conditions in the 
country are satisfactory. The excellent 
crop has improved the situation con- 
siderably. The stabilization may now 
be considered as assured, and the large 
crop will enable the national bank to 
increase its note circulation, thereby 
relieving the scarcity of funds. 

Foreign capital is taking a keen in- 
terest in the development of Rumania’s 
resources. A financial group headed 
by the British Overseas Bank has under- 
taken the electrification of part of the 
state railways, and the reconstruction 
of the electric supply system of Bucha- 
rest. The construction of a canal to 
connect Bucharest with the Danube is 
also under consideration. A Dutch 
group has granted a Rumanian banking 
group a large credit to finance the crop, 
while an international group has 
granted the Resita Steel Works a credit 
of £400,000. 


HUNGARY 


According to the returns of the 
Hungarian Institute of Statistics, Hun- 
gary’s imports for the first eight months 
of 1929 amounted to 716,400,000 
pengos and exports to 468,400,000 
pengos, leaving an adverse balance of 
148,000,000 as compared with an ad- 
verse balance of 251,500,000 for the 
corresponding period of 1928. For the 
month of August, there was a small 
export surplus, imports amounting to 
86,800,000 pengos and exports to 87,- 
200,000 pengos. This was the most 
favorable month since October, 1926. 

Notwithstanding the increase of 
several European bank rates money 
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conditions in Hungary are not too 
stringent, so that the national bank 
may not have to raise its rediscount 
rate. 


YUGOSLAVIA 


The outstanding event of the last 
month has been the establishment of 
the Privileged Agrarian Bank. Its 
capital has been fixed at 500,000,000 
drachmae, part of which has been 
subscribed by various government-con- 
trolled institutions, co-operative societies 
and private banks. The deposits of the 
new bank will be under government 
guarantee. 

The scheme of an international stabili- 
zation loan which has been under dis- 
cussion for the last two years cannot 
be carried out for some time owing to 
the adverse conditions in the inter- 
national loan market. On the other 
hand, the country succeeded in obtain- 
ing credits from Swiss, American,: and 
British financial houses. 


GREECE 


The scare caused by the failure of 
two banks earlier this year, which re- 
sulted in heavy withdrawals of deposits 
from all but the largest banks, has 


gradually subsided. There have not 
been any further bank failures, though 
some banks found it difficult to meet 
the withdrawals of deposits. The 
budgetary situation is considered satis 
factory, but the government is in need 
of funds for the execution of public 
works. Negotiations for the introduc- 
tion of the 8 per cent. internal loan in 
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the London Stock Exchange have 
reached an advanced stage, but other 
loan negotiations with British and 
American interests do not seem to make 
much headway. 


TURKEY 


Economic conditions in the republic 
continue to be unsatisfactory, owing 
to the bad crop and to the adverse 
trend of the exchange. In anticipation 
of higher customs duties, the volume 
of imports has increased considerably 
during the last few months. Owing 
to restrictions imposed on foreign capi- 
tal and enterprise, there is no influx 
of foreign capital to counteract the ad- 
verse trade balance, hence the weakness 
of the exchange. 

Although an agreement was reached 
last year as to Turkey’s share of the 
Ottoman Debt, there has been lately 
some disagreement as to the interpreta- 
tion of one of the clauses. According 
to the agreement, the revenues ear- 
marked as security for the debt service 


have to be paid in to the Ottoman 


Bank every two days. Instead, the 
government is paying in advance every 
month an amount corresponding to one 
month’s requirement of the debt ser- 
vice. The Debt Council protested 
against the arrangement which amounts 
in practice to the substitution of the 
specific securities by a general bond on 
the country’s resources, but eventually 
agreed to the method applied, reserving 
the rights of creditors on specific 
security. 
POLAND 


As a result of the favorable harvest, 
conditions in Poland have improved 
considerably. The recent cotton strike 
in England has improved the position 
of the Lodz cotton industry, which 
received large orders. Rates of interest 
are still high, owing to the difficulties 
cf raising foreign loans. 

Until recently, the government has 
been rather generous in granting its 
guarantee to industrial and agricultural 
bonds issued in Poland and abroad. 
It was decided recently, however, that 
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in future no further guarantees should 
be given. According to a law court de- 
cision, the guarantees given in the past 
are not valid unless they were granted 
on the basis of an act of parliament. 


RUSSIA 


As a result of negotiations conducted 
between the British Foreign Secretary 
and the Soviet Ambassador in Paris, 
diplomatic relations between both coun- 
tries will be resumed shortly. No 
provisions have been made for the 
settlement of outstanding claims and 
counterclaims. 

The statutes of the State Bank of the 
U. S. S. R. have been revised recently. 
Its authorized capital has been increased 
from 25,000,000 chervonetz to 40,000,- 
000 chervonetz. Half of the net profits 
of the bank belong to the Treasury, 
while the balance is to be added to the 
reserve, apart from small percentages 
to be added to the employes welfare 
fund. 
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the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks, 
Inquiries and correspondence invited. 


Che Bank of the Vhilippine Islands 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
(ONE U. S. $=TWO PESOS) 


Cable Address: HEAD OFFICE: 
BANCO 10 Plaza Cervantes, Manila 
Branches in CEBU, ILOILO and ZAMBOANGA 


psa FULGENCIO BORROMEO ‘ ‘ President 
RAFAEL MORENO ° ° ‘ Vice-President and Secretary 

45 Oo. M. SHUMAN ‘ ‘ ‘ en a Department 
< D. GARCIA . 5 ; ; ‘ Cashier 

7 S. FREIXAS ‘ . E : - _ Auditor 

Hh P.J. CAMPOS. . .  .  . Manager, Hoilo Branch 


Syn J.M.GARCIA . ’ ‘ Manager, Cebu Branch 
Vv. J. JIMENEZ e . ° Manager, Zamboanga Branch 


Berlin Banks to Merge 


TOCKHOLDERS of the Deutsche zation in all lines of German activity. 
S Bank and of the Disconto Gesell- The Deutsche Bank has been main- 

schaft, of Berlin, two of Ger- taining 182 additions and 100 sub 
many’s leading banks, have voted in stations in Greater Berlin, while its staff 
favor of a consolidation of the two employes number 14,000. The Disconto 
banks, plans for which were announced Gesellschaft has about fifty branches in 
in September. The new institution will leading German cities, and a personnel 
be known as the Dedi Bank and will of 7000. It is also an active partner in 
have capital of 285,000,000 marks various banks in other countries, par’ 
and deposits aggregating 4,000,000,000 _ ticularly in South America. Both banks 
marks. include among their activities participa’ 

The merger is generally viewed as a_ tion in numerous German industrial en 

forerunner of other mergers among __ terprises. 
German banks, a move in keeping with The merger will become effective 
the growing tendency toward rationali- January 1. 





American Banks Abroad 


The Rise of the Great American Private Banking Houses — The 
Pioneers in the Foreign Expansion of American Banks 


By CLypDE WILLIAM PHELPS 
Head of the Department of Economics, University of Chattanooga 


[Epiror’s Note: This is the first of a series 
of authoritative articles which the author is 
preparing for publication in THE BANKERS 
MaGAZINE on the history, development and 
expansion of American banks in foreign 
countries. Dr. Phelps is the leading Ameri- 
can authority in this field, having done ex- 
tensive research work on American interna- 
tional banking and especially the foreign ex- 
pansion of American banks since 1922. He 
is the only American who has so far pub- 
lished any research on American banks 
abroad, on which subject he has written two 
books, Banques Americaines a l’Etranger et 
Principalement en France, published by Dal- 
loz in Paris, 1924, and The Foreign Expan- 
sion of American Banks, published by Ron- 
ald Press in New York in 1927.] 


international banking houses which 
set up offices in foreign lands were 
the great private houses (i.e., partner- 


Pincern to 1887 the great American 


ships, not corporations) of Brown 
Brothers & Co., John Munroe & Co., 
J. P. Morgan & Co., and J. & W. 
Seligman & Co. These great private 
banking houses were the pioneers in the 
foreign expansion of American banks. 
They laid the foundations of the ex- 
tensive over-seas system of American 
banks of today. The main movement 
in the foreign expansion of American 
banks did not begin until 1914, and it 
resulted from the activity of national 
banks and trust companies in increasing 
the number of American banking offices 
abroad from about three dozen to over 
two hundred within a period of fifteen 
years. But a century before this date 
the predecessor of the present firm 
of Brown Brothers & Co. was already 
carrying on an extensive international 
banking business with its establishment 
in Liverpool. 

Thus the story of the origins of our 
overseas banking system of today is 


the story of the rise of the great Ameri- 
can private banking houses. Let us 
turn to that interesting chronicle. 


EARLY INTERNATIONAL BANKING 
BY AMERICANS 


In the closing decade of the eight- 
eenth century, Alexander Brown was 
a well-known auctioneer in the great 
linen market of Belfast, the principal 
town and chief port of the North of 
Ireland. In addition to his work of 
auctioneer he also traded on his own 
account and as early as 1796 the firm 
of Falls and Brown in Philadelphia 
received consignments of linen from 
him and accounted to him for their 
proceeds. The political troubles be- 
tween England and Ireland arising in 
1798 caused the immigration to the 
United States of many of the pro- 
gressive spirits of Ireland. Among 
these was Alexander Brown, who came 
to Baltimore in 1800 and opened up 
for business as an importer of Irish 
linens and other goods in December 
of that year. 

Thus, the oldest of the great Ameri- 
can private banking houses of today 
and the first to establish offices in 
foreign lands began business in Balti- 
more. But, why Baltimore? A number 
of reasons caused Alexander Brown 
to choose that city. His brother and 
his brother-in-law were living there, 
and he had established business con- 
nections with Baltimore as well as with 
Philadelphia during the years he oper- 
ated in Belfast. Moreover, his ex- 
perience had been with linens which 
were largely used for the clothing of 


(Continued on page 816) 
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BANK OF SICILY TRUST CO. 


CAPITAL $1,500,000 
SURPLUS AND UNDIVIDED PROFITS $2,000,000 


Main Office 
487 BROADWAY, NEW YORK 


Cable Address: Siciltrust, New York, N. Y. Telephone: Canal 2360 


BROOKLYN BRANCH - - FULTON STREET AND ROCKAWAY AVENUE 
BRONX BRANCH  - - - - 187th STREET AND ARTHUR AVENUE 
STUYVESANT BRANCH - - - Ist AVENUE AND EAST 12th STREET 


Condensed Statement September 30, 1929 


RESOURCES 


U. S. Government and other Securities $6,002,147.74 
Cash and due from Banks 2,392,582.53 
Loans secured by Stock Exchange and other Collatéral 5,309,117.07 
Bills Purchased 3,655,677.11 
Banking premises, furniture and fixtures 292,882.58 
Other Resources 97,825.76 
Customers’ Liability under Acceptances and Letters of Credit 1,371,450.47 


$19,121,683.26 


LIABILITIES 

Capital $1,500,000.00 
Surplus $1,500,000.00 

Undivided Proits 500,000.00 2.000.000.00 
Reserves 223,035.85 
Dividend Payable October 10, 1929 37,500.00 
Deposits 13,939,608.87 
Other Liabilities 50,088.07 
Acceptances and Letters of Credit 1,371,450.47 


$19,121,683.26 


Affiliated with 
BANCO DI SICILIA, PALERMO, ITALY 


The BANK OF SICILY TRUST CO., through its affiliation 
with the BANCO DI SICILIA, one of the oldest Italian 
Banks with branches throughout Italy and correspondents in 
all parts of the world, is in a position to supply unexcelled 
facilities and service to banks, firms and individuals in their 
business transactions with Italy. 


MR. ITALO PALERMO, Representative of the Banco di 
Sicilia in New York, will be glad to answer any inquiry from 
banks, firms and individuals who desire to enter into business 
relations with Banco di Sicilia. 


All Banking Operations 
DISCOUNTS - ACCEPTANCES - LETTERS OF CREDIT - FOREIGN EXCHANGE 





BANCO DI SICILIA 


Palermo, Italy 


ESTABLISHED 1844 


IGNAZIO MORMINO, Director General 


CONSOLIDATED STATEMENT 
At Close of Business July 31, 1929 


RESOURCES 


Se neers tee Pa ae Wrst nS 96 Lire 35.052.157.49 
Loans and Discounts ................. POST bees ee 1.017.100.067.49 


Securities ..... poe 378.476.101.54 
Due from Banks and Bankers ... .......................... 368.420.399.05 
Other Resources fa on) an eae aera 363.979.730.99 


Securities Deposited 00000.000..0.0...e 1.855.087.586.57 


Lire 4.018.116.043.13 


LIABILITIES 


Capital and Reserves Lire 416.883.224.64 
Net Profit from January ist to July 3ist ........... 16.435.745.92 
Deposits: 
Due to Individuals ... 669.998.668.05 
Due to Banks . occ vsevs++654,640.501.94 


1.324.639.169.99 
BE Fe I session Sei a 405.070.316.01 


Securities Deposited ................ ieamece 1.855.087.586.57 


Lire 4.018.116.043.13 





BANK OF ATHENS 


Established 1893 


Dr. 317.400.000 
Dr. 3.400.000.000 


Head Office: ATHENS, GREECE 
London Office: 22 Fenchurch Street, E. C. 3 


The Bank of Athens has a network of 96 branches covering 
every strategic point in Greece. In addition. the Bank has over 
100 correspondents throughout Greece. 


The Bank has branches in Egypt at Alexandria, Cairo and Port 
Said; and in Cyprus at Limassol and Nicosia. 

The Bank transacts every description of Banking business in 
Greece, Egypt and Cyprus. 


Special facilities are granted to American Banks for drawings in Drachmae and 
United States Dollars on the Head Office, Branches and Correspondents in Greece. 


Capital and Surplus... 
Resources more than. . 


The Bank is adequately equipped to serve importers, exporters and mercantile in- 
terests as well as banks throughout the United States. 


New York Representative: 
The Bank of Athens Trust Company, 205 West 33rd Street 


(Continued from page 813) mained with him in Baltimore, the 


the Southern people. Now, linen goods 
were shipped from abroad to the ports 
of the North of course, but Baltimore 
and Charleston, due to their proximity 
to Virginia and the Carolinas and to 
the shortness of the land carriage to 
the interior, became important centers 
for the distribution of heavy goods. 
Baltimore in that day was the great 
thoroughfare between the Northern 
and Southern states and was the fourth 
commercial city of the United States. 
So the predecessor firm of the well 
known house of Brown Brothers & 
Co. began business in the City of 
Baltimore. 

By 1810 the firm of Alexander 
Brown was changed to Alexander 
Brown & Sons and the firm of William 
Brown & Company was established 
in Liverpool. Liverpool was the prin- 
cipal shipping port for the North 
of England and Ireland, and American 
trade to it was probably greater than 
to all other ports of Great Britain. 
Three of the sons of Mr. Brown re- 
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fourth opening the Liverpool house. 
AN INTERESTING HISTORICAL FACT 


But what has this importer of 
“linens and other goods” and its foreign 
branch to do with “Early International 
Banking by Americans?” It brings 
to mind an interesting historical fact. 
Today our banks originate because an 
institution, usually a corporation, is 
created to engage in the banking busi- 
ness and none other, and the newly 
created institution begins immediately 
to transact banking operations. But 
in the old days banks: often evolved 
from a mercantile business. A mer: 
chant would start out in some line 
of trade and gradually perform more 
and more banking functions until at 
last he would drop his trade and en: 
gage solely in the banking business. 

This was possible because the bank: 
ing business in the early days of our 
nation was free, hardly any legislation 
on the subject existing. Most mer’ 
chants engaged in at least some form 





| BANKING IN FINLAND! 
KANSALLIS - OSAKE - PANKKI 


(National Joint Stock Bank) 
ESTABLISHED 1889 


Head Office: 
HELSINKI 
(Helsingfors), Finland 


162 Branches at all important business 
centres in Finland 


Capital Fmk. - 


Reserve Fund and Profits Fmk. 
Total Assets (31/12'28)Fmk. - - 


- 200,000,000 
217,000,000 
2,934,742,000 


All descriptions of banking business transacted 
Telegraphic address: KANSALLISPANKKI 


of banking activity. Many would not 
only sell their customers goods on 
credit but would lend them money or 
even pay cash to a third party on the 
written order of a customer. Some- 
times when currency was scarce a 
merchant would issue his own notes 
to meet the demand. Banking was a 
common-law right in the early days 
and in the absence of statutory pro- 
visions any one might not only issue 
his own notes for circulation but re- 
ceive deposits as well. 

So we find that the great American 
international banking houses of Brown 
Brothers & Co., John Munroe & Co., 
and J. & W. Seligman & Co., evolved 
from mercantile establishments into 
banking houses. 

From the beginning Alexander 
Brown engaged in international banking 
operations. It is easy to see how this 
came about. Imported goods had to 
be paid for in sterling. The firm 
imported goods and rendered its ac- 
counts for them in sterling. Payment 
was made by a sterling bill on England 
or its equivalent in dollars. Sterling 


bills were created in Baltimore by 
American exporters drawing drafts 
against shipments of tobacco and other 
produce to Great Britain. 

Very few firms in Baltimore were 
sufficiently well acquainted with the 
standing of merchants in Great Britain, 
upon whom Americans drew bills 
covering exports of goods, to take the 
risk of buying such bills from American 
exporters. But Alexander Brown's 
wide acquaintance with British mer- 
chants acquired on the Belfast auction 
market gave him an immense advantage. 
In addition to his accurate knowledge 
of the standing of mercantile firms in 
Great Britain he had the means of 
acquiring the very latest information 
from the house of William Brown & 
Company in Liverpool, the establish- 
ment managed by his eldest son. 


A HEAVY BUYER OF STERLING EXCHANGE 


In this way the firm was able to 
safely buy enough bills on Great 
Britain from American exporters to 
pay for its own imports and to safely 
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BANCO NACIONAL de MEXICO 


Ave. Isabel la Catolica No. 44 
MEXICO, D. F. 


FOUNDED IN 1884 
Cable Address: NACIONAL P. O. Box 14 bis. 


CAPITAL $32,000,000.00 Mexican Gold 
RESERVES $8,000,000.00 -- bi 


MEXICO CITY BRANCHES 
La Merced 


New York Agency, 52 William Street 


BRANCHES IN THE REPUBLIC 


Mazatlan, Sin. 
Merida, Yuc. 
Monterrey, N. L. 
Morelia, Mich. 
Oaxaca, Oax. 
Orizaba, Ver. 
Pachuca, Hgo. 


Santo Domingo 


Aguascalientes, Ags. 
Celaya, Gto. 
Chihuahua, Chih. 
Colima, Col. 
Durango, Dgo. 
Guadalajara, Jal. 
Guaymas, Son. 
Irapuato, Gto. Puebla, Pue. Villahermosa, Tab. 
Leon, Gto. Saltillo, Coah. Zacatecas, Zac. 


CORRESPONDENTS THROUGHOUT THE REPUBLIC OF MEXICO 
AND ALL OVER THE WORLD 


MEMBER AMERICAN 7 ee aston AND MEXICO CITY 
LEARING HOUSE 


We issue foreign drafts, “wei Checks in Mexican silver, payable throughout 
Mexico and on board all railroads, as well as with poe and freight agents. 
Travelers Letters of Credit, Export and Import Letters of Credit. Mail and Cable 
transfers. A. B. A. Travelers Checks. Our service in the Collection Department is 
unequaled. Our Bank is known for its conservative methods in the handling of 
general banking business. Deposits are carried in Mexican Gold or Silver as well as 
in Dollars and European money. 


WE SOLICIT BUSINESS ON THE STRENGTH OF 45 YEARS OF BANKING 
For inquiries address our Mexico City or our New York Offices. 


San Luis Potosi, 
Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Mex. 
Torreon, Coah. 
Tuxtla, Gutierrez, 
Veracruz, Ver. 


SLP. 


Chis. 


become a free buyer of good com- 
mercial sterling drafts drawn against 
shipments of produce to Great Britain 


by Americans. The firm thus naturally 
became a great buyer of sterling ex- 
change. 

In order to cover its large purchases 
of sterling bills from American ex- 
porters the firm drew its own bills on 
Liverpool and sold them to American 
importers in Baltimore who used them 
to pay for the goods they bought in 
Great Britain. American importers 
bought the firm’s bills unhesitatingly 
due to its favorable standing in Balti- 
more and due to the fact that after 
1810 when the house of William 
Brown & Company had been estab- 
lished in Liverpool the bills of Alex- 
ander Brown & Sons were drawn 
against the Liverpool house which in 
the opinion of the buyers guaranteed 
the acceptance and payment of the 
bills. 

Alexander Brown & Sons were able 
in this way to build up at an early 
date and retain for a long time a 
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goodly share of the sterling exchange 
business of this country. 

In addition to the international bank- 
ing functions of buying and selling 
foreign exchange, the firm issued credits 
for the importation of goods by Ameri- 
can merchants. Many merchants in 
Baltimore, Richmond, and the vicinity 
wished to import goods but were not 
sufficiently well known in Great Britain 
to make direct purchases. So they 
were led to ask Alexander Brown @ 
Sons in Baltimore to have the Liver- 
pool house open a credit for them in 
favor of the British merchants from 
whom they wished to buy goods. When 
the Liverpool house accordingly opened 
a credit for an American importer 
and agreed to pay the British exporter, 
the latter shipped the goods willingly 
due to his acquaintance with and con- 
fidence in the Liverpool firm. The 
British exporter received payment for 
his goods by the Liverpool firm’s ac’ 
ceptance of his drafts at four to six 
months’ sight against the goods to 
be shipped by that firm consigned 
to Alexander Brown & Sons who de 





Chartered Bank of India 


Australia and China 


$ 15,000,000 
20,000,000 


Paid-up Capital 
Reserve Fund ‘ 5 ‘ 
Total Assets (over) , ‘ 300,000,000 


HEAD OFFICE -- 38 BISHOPSGATE, LONDON 


Chief Manager—W. E. Preston. Managers—J. S. Bruce, G. Miller. 
Sub-Manager—J. L. Crockatt. 


BANKERS—The Bank of England; Midland Bank, Limited; Westminster Bank, 
Limited ; National Provincial Bank, Limited; the National Bank of Scotland, Limited. 
Through our branches in all the principal trade centers of India, Ceylon, Bur- 
mah, Straits Settlements, Federated Malay States, Malay States, Java, Sumatra, 
Siam, French Indo-China, Philippine Islands, China and Japan, we are prepared 
to give efficient service on all banking matters entrusted to us. 


The New York Agency granfs drafts on London as well as the Far East ; buys 
and receives for collection bills of exchange ; issues travelers’ letters of credit 
and transacts all other forms of international banking. 


NEW YORK AGENCY - 44 BEAVER STREET 
WILLIAM BAXTER, Agent 


livered them to the American importer 
upon arrival, on payment or credit 
as the case might be. 


THE RISE OF BROWN BROTHERS & Co. 


The merchant banking firm of Alex- 
ander Brown & Sons of Baltimore was 
inevitably led to establish houses in 
other American cities as the commercial 
and industrial development of our 
country proceeded. From 1800 to 
1818 Alexander Brown & Sons had 
almost a monopoly of the linen trade 
in Baltimore and a very large share 
of the international banking business. 
But after the war of 1812-14 business 
began to develop and concentrate in 
Philadelphia and New York City aided 
by the construction of canals in the 
states of Pennsylvania and New York 
and by improved transatlantic shipping 
lines. Customers of Alexander Brown 
& Sons who were located in Maryland, 
Virginia and the West, and who had 
been in the habit of buying their goods 
in Baltimore, found that they could do 
better by purchasing certain classes 


of goods—mainly manufactures of iron 
—in Philadelphia. To keep control 
of their business a branch house was 
established in Philadelphia in 1818 by 
the firm under the name of John A. 
Brown & Company, Alexander Brown's 
third son, John, being sent there to 
open the house. The name of the 
Philadelphia firm was changed to 
Brown Brothers & Co. in 1859. 

With the developments of manufac- 
turing in the New England states and 
the opening of the Erie Canal in 1825, 
New York City with its magnificent 
harbor became the center of the export 
and import trade of the country. It 
therefore became necessary for the firm 
to establish a branch house in New 
York, and toward the end of 1825, 
James, the youngest son, was sent there, 
opening a branch under the name of 
Brown Brothers & Co. After the 
establishment of the Philadelphia and 
New York houses the volume of the 
business of the Baltimore house gradu- 
ally declined as the foreign trade of 
the country became more and more 
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THE MERCANTILE BANK OF INDIA LIMITED 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


New York Correspondent: BANK OF “MONTREAL 


Capital Authorized 
Capital Paid-up 


Reserve Fund and Undivided Profits as 
BANKERS :—Bank of England; Midland Bank Limited 


£3,000,000 
. £1,050,000 
- £1,512,884 


Branches and Agencies in India, Ceylon, Burma, Siam, Straits Settlements, 
China, Port Louis, Mauritius and Dutch East Indies 
The Bank buys and sells Bills of Exchange, srouns Letters of Credit and conducts every description 


of Banking Business in connection with the Eas 


Fixed Deposit rates will be quoted upon application. 


On current accounts interest is allowed at 2 per cent. per annum on daily balances, provided interest for 
JAMES STEUART, Chief Manager 


the half year amounts to £1. 


concentrated first in Philadelphia and 
New York and later in New York. 
The firm also opened a house in 
Boston under the name of Brown 
Brothers & Co. on December 31, 1844, 
in order to secure a share of the lucra- 
tive East India trade which was largely 
controlled in that city. But it is with 
the present great private banking house 
of Brown Brothers & Co. in New 
York that we are mainly concerned. 


BROWN BROTHERS & CO., IN NEW YORK 


The New York house was established 
for the purposes of promoting the in- 
terest of William & James Brown & 
Company of Liverpool (formerly Wil- 
liam Brown & Company) and of 
affording greater facilities and wider 
choice of markets to the Southern 
clients of Alexander Brown & Co., 
John A. Brown & Co., and Willam & 
James Brown & Co. The new office 
in New York offered to its clients in 
its circular letter of October 31, 1825, 
the following services: Clients might 
ship them cotton or other produce 
to be sold in the New York market 
or reshipped to the Liverpool house 
as directed. Reasonable advances to 
clients would be made on _ property 
consigned to the New York or Liver- 
pool houses upon receipt of invoice, 
bills of lading and orders to have 
insurance effected either at New York 
or Liverpool. The New York office 
would reimburse itself for any advances 
it made to clients and for any expenses 
incurred in re-shipping to Liverpool 
by drawing drafts on William & James 
Brown & Co. for which a commission 
of 1 per cent. would be charged. 
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But soon after the opening of the 
New York house the foreign exchange 
and credit business of the firm became 
so important, and required so much 
time and attention, that the dry goods 
part of the business was sold in 1833 
to Amory, Leeds & Company. Brown 
Brothers & Co. moved out of the dry 
goods section of the city into Wall 
street, locating at 59 Wall street where 
they are still to be found. 

Up to the establishment of regular 
telegraphic communication by cable 
(1866) with Europe the business of the 
firm was confined within very strict 
limits. The major part of the business 
consisted of the following: 1. Pur 
chase and sale of sterling exchange. 
2. Advances against cotton and other 
produce from Southern and other ports 
of the United States consigned to the 
Liverpool firm for sale. 3. Granting 
of credits to merchants for the impor- 
tation of goods from all parts of the 
world. 4. Issuance of circular letters 
of credit to travelers. Also the dis 
tinction between domestic and foreign 
banking was strictly maintained, de- 
posit accounts from domestic firms 
being discouraged, in fact rarely re 
ceived, and as far as possible all purely 
domestic banking business was declined. 
The only deposit accounts of impor’ 
tance on the books of the firm in 1864 
were from firms engaged in foreign 
trade. Deposits from domestic concerns 
were felt to be a poor reliance for an 
international banking house, for in 
an active money market money needed 
for foreign purposes was always in 
danger of being drawn out for home 
use. 





FOREIGN BANKS ARE 





With the opening up of more rapid 
communication with the Old World, 
first by steamer and then by cable, 
the increase in competition for foreign 
business, very largely on the part of 
domestic banks and bankers, forced 
the firm to seek new lines of business 
to hold its own. Therefore, at this 
time the house began to equip itself 
for more varied banking operations 
and to build up a conservative invest- 
ment business. 


THE FOREIGN HOUSES OF BROWN 
BROTHERS 


The first foreign establishment of the 
House of Brown was opened in Liver- 
pool in 1810, under the name William 
Brown & Company, by the eldest son 
of Alexander Brown. William Brown 
at first simply represented the Balti- 
more house, looking after the firm’s 
shipments to and from the Old World 
and handling the exchange and credit 
business, and built up such other busi- 
ness for himself as he could. From 
the beginning he tried to make his 
office as far as possible the headquarters 
of American captains trading in the 
port of Liverpool. This made for the 
popularity of the firm and gave him 
up-to-date knowledge of commercial 
matters in the United States. In 1826, 
Joseph Shipley, Jr., a young American 
who was engaged in business in Liver- 
pool, joined the Liverpool firm and 
ecame a partner. In 1839 the name 
of the Liverpool house was changed 
to Brown, Shipley & Company. 


BANKERS INVITED 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 





UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 


It soon became evident that the 
house should move from Liverpool to 
London. On the one hand, the firm 
was becoming more and more of a 
banking institution and this financial 
business could be more economically 
and advantageously handled in London. 
On the other hand, the profitable mer- 
cantile business of the Liverpool house 
was gradually disappearing: the grow- 
ing practice of direct purchase of cotton 
by sample on the part of manufacturers 
was doing away with the older method 
of consigning cotton to Liverpool mer- 
cantile houses who in turn sold it to 
the manufacturers. The old mercantile 
houses were being forced out of busi- 
ness as direct marketing increased at 
the expense of the orthodox method 
of marketing. 

The London house was opened on 
December 13, 1863, as Brown, Shipley 
& Company and finally on June 30, 
1889 the Liverpool house was formally 
closed, having been kept open for the 
last ten years of its existence at a 
considerable loss, partly from a feeling 
of sentiment for the old home of the 
concern and partly out of consideration 
for many of the old and valued em- 
ployes who could not be transferred 
to London. 

On April 2, 1900, another house 
was opened in London at 123 Pall Mall 
(in the West End) as a branch of 
the main London office in order to 
take care of some of the increasing 
business of the firm and to provide 
for the care and comfort of American 
travelers. 
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THE BANKERS MAGAZINE 


ANGLO- 
INTERNATIONAL 
BANK 


LIMITED 
Head Office: 

24-28, LOMBARD STREET 
LONDON, E. C. 3 
Telephones: MANSION HOUSE 6543 (9 lines) 
Telegrams: ANGLANK, LONDON 
CAPITAL : 

Authorized - - - £2,000,000 
Paidup- - - - - £1,960,008 


Board of Directors: 
Chairman—General The Hon. Sir H. A. Lawrence, 6.C.8. 
Managing Director—Peter Bark, Esq. 

E. W. 


. W. Barry. Esq. Dr. Paul Hammerschlag 
Majer Julian Day, M.C. Sir J. Gordon Nairne, Bart. 
A. 6. M. Dickson, Esq. Ludwig von Neurath, Esq. 
The Lord Faringdon, C.H. Sir Otto Niemeyer,6.8.E.,K.C.8. 
Sir Harry Goschen, Bart., K.B.E. Sir William Peat, C.V.0. 
Zoltan Hajdu, Esq. Kunes Sonntag, Esq. 
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By virtue of its Affiliations and Connections 
im Central Europe, the Bank is in a posi- 
tion to afford s facilities ibe 
business with that region. 


Until about a decade ago the firm 
of Brown, Shipley & Co., as a unit, 
was a partner of the firm of Brown 
Brothers & Co., and the firm of Brown 
Brothers & Co., as a unit, was a part- 
ner of Brown, Shipley & Co. But 
during and after the World War in- 
come taxes in England and America 
were on a high plane. Speaking in 
generalities, American citizens were 
subject to British tax and American 
tax on profits derived from British 
business: And British subjects were 
subject to both taxes on profits derived 
from American business. The surtax 
rates were so high that this double 
taxation went beyond the bounds of 
reasonable assessment. Therefore, the 
joint partnership of the American and 
British houses, which happened to ex- 
pire on January 1, 1918, was not re- 
newed. Each firm since that date has 
been separate and distinct and none of 
the partners in one house is a partner 
in the other. 


BANKERS ABROAD FOR MORE THAN 
A CENTURY 


Brown Brothers & Co., of New 
York, Philadelphia, and Boston, is 
therefore no longer one of that group 
of American banks which have estab- 
lishments abroad. But for more than 
a century—from 1810 to 1918— it had 
one establishment abroad, and for fifty- 
five years (except for the period from 
June 30, 1889, to April 2, 1900)— 
from 1863 to 1918—it had two foreign 
offices. It was the pioneer in the 
foreign expansion of American banks. 
The American and British houses con- 
tinue, of course, to co-operate closely 
on the background of generations of 
intimate relationships. 

The present banking and financial 
activities of Brown Brothers & Co. 
cover the full scope of the domestic 
and foreign fields which is embraced 
by incorporated banking institutions, 
with the exception that it does not do 
a trust business. 

In the banking category, the firm 
receives deposits either subject to check 
or for fixed periods, buys and sells 
foreign exchange, handles collections on 
any part of the world, loans money on 
call, makes commercial loans, makes 
loans against securities, discounts paper, 
issues travelers letters of credit, issues 
commercial letters of credit, the ma: 
jority of which involve the firm in 
creating acceptances, and offers the 
usual banking service departments for 
the obtaining of credit information, 
statistical data, etc. 

Under the head of securities business, 
the firm buys and sells securities on 
commission (but does not do a margin 
business), underwrites security issues 
making distribution at wholesale and 
retail, carries out arbitrage operations, 
undertakes fiscal agencies paying divi 
dends, coupons, maturing bonds, etc., 
for corporations, acts as depositary 
under reorganization plans—in fact the 
firm carries on a completely rounded 
wholesale and retail securities business 
in both domestic and foreign markets. 

[To be concluded in December] 
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Britain’s Unemployment Problem 


The Essentials of the Problem, the Prospects of Solving It, and 
the Future of Britain’s Export Industries 


By HARGREAVES PARKINSON 
Supervisor of the Intelligence Department of the London Economist 


NEMPLOYMENT is the grav- 
est social problem with which 
Great Britain has grappled dur- 
ing the last half century. For eight 
years the country has maintained in in- 
voluntary idleness an army whose num- 
bers have exceeded her total losses dur- 


ing the war of 1914-18. Only for a 
week or two during the whole period 
have its numbers fallen below the mil- 
lion mark, and at present they stand 
obstinately between 1,100,000 and 1,- 
200,000. Successive governments have 
come to grief, largely through their in- 
ability to solve the problem, and the 
present labor ministry has gone to the 


length of appointing a species of super- 
minister to deal with it. In earlier days, 
unemployment of equal severity main- 
tained for half as long a period might 
have involved a revolution. Such an 
event is not and never has been remotely 
threatened in the present case, simply 
because the state has been wise enough 
not to allow a million and a quarter 
hungry men and women with their de- 
pendents to perish from starvation. The 
cost, financially, has been heavy, run- 
ning into some hundreds of millions, but 
even this expenditure has been power- 
less to avert a vast loss of human “capi- 
tal” expressed in the moral and physical 
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BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL and SURPLUS, over . . . . . . $1,355,000.00 





In area Porto Rico is compared to the state of Connecticut, but in point 

of importance as a commercial customer of the United States the Island 
ranks close to Brazil, a territory much 
larger than the entire continental United 
States. 


With average yearly imports of about 
$90,000,000 the Island's collection business 


should be a significant item in every Bank. 


To facilitate obtaining a share in the han- 
dling of this substantial business Banks 
should select as their Porto Rican corre- 
spondent an institution with an intimate 
knowledge of local customs and laws, and 


the BANCO DE PONCE offers special 
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deterioration of the unfortunate victims 
of economic circumstances. 


STILL BADLY IN ARREARS 


An examination of the comprehen: 
sive and up-to-date figures which are 
published by the British Ministry of 
Labor affords a mine of significant in- 
formation for the serious-minded ob- 
server. It reveals, for instance, that 
British industrial activity reached its 
lowest ebb in the middle of the post- 
war depression of 1921, but has suc- 
ceeded in finding employment for about 
800,000 additional workers. Unfortu- 
nately this has done no more than ab- 
sorb the annual excess of new entrants 
over those who have left the ranks of 
industry—this feature reflecting of 
course the excess of births over deaths 
which has been a consistent feature of 
Britain’s vital statistics for many years 
past. The country, however, has never 
caught up the arrears left after the war, 
the fruits of the large growth of popu- 
lation, despite war losses, between 1914 
and 1921. 
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services and facilities in this respect. 


Other countries, it is true, have ap- 
proached Great Britain’s unemployment 
position at different times. Germany, 
with a population of sixty millions, as 
compared with Great Britain’s forty 
millions, has had 2,000,000 unemployed, 
while even in the proverbially prosper- 
ous United States it was estimated that 
over 4,000,000 out of a population of 
one hundred and twenty millions were 
idle three years ago. But in these cases 
a subsequent upswing in trade has re- 
duced the figures to much lower propor- 
tions. Only in Great Britain has the 
evil proved obstinately unamenable to 
any form of treatment. Every allow- 
ance should of course be made for the 
fact that no other country has so 
thorough-going a system of unemploy- 
ment assurance, and that the figures un- 
doubtedly include a not insignificant 
percentage of unemployables together 
with many women who before the war 
would not have been engaged in indus: 
try at all. The problem, however, is 
much too big to be explained in this or 
any other fashion. 
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ANOTHER CRUCIAL FEATURE 


A study of the official returns brings 
out a second crucial feature. While 
every trade in the country is afflicted 
with the disease of unemployment in 
greater or less degree, its incidence falls 
chiefly on no more than ten or a dozen 
industries, which together account for 
some two-thirds of the total. Briefly, 
the trades in question are concerned 
with the production of coal, the manu- 
facture and utilization of iron and steel, 
the manufacture of textile goods (espe- 
cially cotton and wool) and the trans- 
portation of all these goods by sea to 
other countries. The reason why de- 
pression has fallen with such excep- 
tional severity on these trades will be 
evident from two main facts. The in- 
dustries in question supply three-fourths 
of Britain’s total exports. The latter at 
the present time are fully 20 per cent 
below the volume of 1913. 

All efforts to solve the problem re 
solve themselves sooner or later into a 
question of finding effective ways and 
means of reviving the prosperity of the 
great British export trades. All man- 
ner of palliatives have been suggested, 
ranging from re-afforestation to an enor- 
mous national program of road making 
and other public works. It is certainly 
preferable to pay men for working 
rather than idling, so long as the work 
provided makes a constructively useful 
addition to the national wealth, and is 
not merely relief work created for its 
own sake. But expedients which pro- 
vide work only for a limited period can- 
not in themselves solve the problem. 
Those bodies which have warmly sup- 
ported such a policy have in fact been 
careful to point out that its success de- 
pends entirely on the prospect that the 
increased efficiency of industry as a 
whole, as a direct result of the works 
in question, will be sufficient to absorb 
the unemployment when the works 
themselves have come to an end. 


POSSIBLE REMEDIES 


There are undoubtedly possibilities of 
reducing the total to a worth-while ex- 
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tent by piecemeal methods, while an- 
other helpful factor would be a resump- 
tion of emigration to the New World 
on something like the pre-war scale, 
though the latter does not seem to be a 
feasible proposition at the moment. All 
men of good-will unite in wishing the 
utmost success to the efforts of the 
“Minister for Unemployment” in the 
present British Government. In the 
long run, however, the solution of the 
question, it is suggested, lies in the great 
export markets of the world. It is in 
Great Britain’s interest to contend, in 
season and out of season, for the utmost 
freedom in the trade relations of all 
countries; to combat the growth of un- 
conscionable tariff walls; and herself to 
set a good example in this respect. Sec- 
ondly, it is the task of her great indus- 
tries so to improve their internal or- 
ganization as to obtain as large a share 
as possible of the world’s trade by sheer 
efficiency and sound marketing methods. 

In the latter direction lie the most 
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immediate possibilities of a revival of 
Britain’s great exporting trades. At 
long last the best minds in the coal in- 
dustry are realizing that there are too 
many mines and too much internecine 
competition. Amalgamation has made 
miserably slow progress, but the indus- 
try is at least experimenting with large- 
scale price and output regulation on a 
voluntary basis. In the iron and steel 
trades the passage of the larger concerns 
through the furnace of affliction is pro- 
ducing slowly but surely a new organ- 
ization in the hands of a few powerful 
efficient and rationalized groups. The 
cotton textile industry is faced with the 
gravest of financial problems and ham- 
pered by particularist traditions, but the 
formation of the Lancashire Cotton 
Corporation signalizes the most deter- 
mined effort yet made to put the indus- 
try on something approaching a scienti- 
fic basis. 


BEST HOPE OF PERMANENT SOLUTION 


In the furtherance of such measures 
as these lies the best hope of a perma- 
nent answer to the riddle which has 
baffled British economists and statesmen 
for eight weary years. The problem is 
the greater as many countries are mak- 
ing for themselves, and will go on mak- 
ing for themselves, many products they 
were formerly content to import from 
Great Britain. In the long run the lat- 
ter country will best improve her posi- 
tion, and prevent another unemploy- 
ment crisis in the future, by concentrat- 
ing on the finer finished products of 
industry in which British skill and tech- 
nique enter most largely. Given such 
a policy, and all the receptiveness to 
new ideas which it implies, there is no 
need to regard the unemployment prob: 
lem as insoluble. 


International Banking Notes 


E board of directors of the Com- 
mercial Bank of Australia, Melbourne, 
reports net profit of £391,623 for the 
institution during the year ended June 


30, 1929. To this sum has been added 
£90,485 brought forward from the previous 
account, making a total of £482,109 to be 
appropriated as follows: 


To reserve fund 

To reduction of bank premises.... 

To interim dividend on preference 
shares paid February, 1929 
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£49,787 
30,000 


To interim dividend on ordinary 
107,031 
To final dividend on preference 
shares at 4 per cent. per annum 
To final dividend or from the due 
dates of instalments on ordinary 
shares at 15 per cent. per annum 116,406 
To carry forward to next account.. 94,190 


42,347 


Capital of the bank is £3,803,600, reserve 
fund £1,900,000, deposits £24,181,046 and 
total resources £32,952,048. 
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Factory— Hamilton, Ohio 
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The Herring-Hall-Marvin Safe Co. for nearly a century, has built and will 
always continue to build the same undeviating quality into its product. 


FEDERAL RESERVE BANK, CHARLOTTE, N.C. 


has been used in the Federal Reserve Bank of Charlotte, N. C., shown on 

this page, and in the Marine Trust Company of Buffalo and the Federal 
Reserve Bank of Memphis, Tenn., illustrated on the two following pages. The 
new type entrance was designed by the Herring-Hall-Marvin Safe Company to 
eliminate an outstanding weakness of vault construction. Heretofore the vault 
entrance has been held in place only by its own weight combined with a grout of 


cement which is poured into the 12 or 2 inch opening left between the wall and 
the door frame. 


A NEW and improved type of vault entrance, known as the interlocking type, 


In the new interlocking type of construction, the vault entrance is tied to the 
reinforcing rods of the walls. The horizontal members of the wall reinforcing 
system are left projecting and when the vestibule is set in place they will make 
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FEDERAL RESERVE BANK, MEMPHIS, TENN. 


contact with it or project beyond it in the rear. Steel stirrups of varying length 
are then passed back from the holes in the ribs and the back flange to interlace 
with the reinforcing rods and to be bent around them. The vertical rods of the 
wall reinforcement are then tied in position and the remainder of the concrete wall 
is poured. In this construction the concrete wall and vestibule are amalgamated, 
thereby increasing the vestibule’s strength to the highest possible degree. 
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always continue to build the same undeviating quality intoits product. 
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Front entrance to night depository in 

open position ready to receive the cus- 

tomer’s deposit bag. In this position 

the solid bronze cylinder has been ro- 

tated so that the hole through cylinder 

is in a horizontal position with the 
rear end closed. 


Sectional view 

(above) of bronze 

entrance showing 

customer's deposit 

bag. Cylinder is 

ready to be rotated 

by means of closing | 

the outer door. | | The night safe 

When rotated the © © showing circular 

cylinder is automat- § , ~ - | door burglarproof 
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Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up . 


‘ Frs. 18.500.000 


THE Bank of Hawaii, Ltd., Honolulu, in its 
statement as of June 29, shows capital of 
$1,500,000, surplus and undivided profits 
of $1,821,921, reserves of $254,971, deposits 
of $31,983,725 and total resources of $37,- 
193,969. 


NET profit of the National Bank, Limited, 
Dublin, for the half-year ended June 30, 
1929, totaled £146,596. To this has been 
added £27,693 brought forward from the 
previous account, making a total of £174, 
289, for distribution as follows: 


To half year’s dividend at the rate 

of 14 per cent. per annum....£105,000 
To amount carried to reserve fund 15,000 
To reduction of bank premises.... 10,000 
To contingencies account 15,000 
To carry forward to next account.. 29,289 


Capital of the bank is £1,500,000, reserve 
fund £1,440,000, deposits £37,753,535 and 
total resources £42,617,648. 


ConNDENSED statement of the Hungarian 
Commercial Bank of Pest, Budapest, as of 
June 30, 1929, showed capital of Pengo 25,- 
000,000, surplus of Pengo 28,200,000, de- 
posits of Pengo 236,391,823 and total re- 
sources of Pengo 316,545,962. 


THE first statement of the Mexican branch 
of the National City Bank of New York, 
which was opened in Mexico City August 
5, reported total deposits of pesos 4,698,729, 
total resources of pesos 5,265,195 and loans 
of pesos 950,814. The statement is as of 
September 18, about a month and one-half 
after the bank’s opening. 


DIRECTORS of the Bank of New Zealand, 

ellington, in their annual report, for the 
year ended March 31, 1929, show net profit 
for the institution, after providing for ex- 
penses, all bad and doubtful debts and other 
contingencies, for donation to the provident 
fund and for bonus to the staff, of £934,153. 
From this has been deducted the interest on 
guaranteed stock, which totaled £21,199, 
leaving a balance of £912,953. To this sum 
has been added £212,004, provision pre- 
viously made for doubtful advances not now 
required, and £582,525 brought forward 


Frs. 60.000.000 
Frs. 38.000.000 


Branches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


from the previous year, making a total of 
£1,707,483, which has been allocated as 
follows: 


To dividend on preference A shares £50,000 

To interim dividend on C long-term 
mortgage shares 

To interim dividend on D long-term 
mortgage shares 

To interim dividend on preference 
B_ shares 

To interim dividend on ordinary 
shares 

To final dividend on C long-term 
mortgage shares 

To final dividend on D long-term 
mortgage shares 

To dividend on preference B shares 120,833 

To bonus on preference B shares.. 18,750 

To dividend of one shilling and 
fourpence on ordinary shares... 

To bonus of 1 per cent. on ordinary 
shares 37,500 

To transfer to reserve fund 275,000 

To carry forward to next account 617,591 
The bank has paid up capital of £6,858,- 

113, deposits of £33,939,651 and total re- 

sources of £54,561,908. 


6,152 
15,380 
41,666 

250,000 

7,031 


250,000 


BALANCE sheet of the Twentsche Bank, Am- 
sterdam, as of June 30, 1929, shows capital 
of fl. 36,000,000, reserve fund of fl. 15,000,- 
000, and total resources of fl. 293,833,074. 


THE semi-annual report of the directors of 
the Bank of India, Limited, Bombay, for 
the six months ended June 30, 1929, shows 
profit for that period of Rs. 11,72,082, from 
which provision has been made for income 
and super-tax, leaving Rs. 10,22,082. To 
this has been added Rs. 3,63,635 brought 
forward from the previous account, making 
a total of Rs. 13,85,71'7 which has been dis- 
posed of as follows: 
To ad interim dividend at the 

rate of 10 per cent. per an- 

num, less income tax Rs. 5,00,000 
To carry forward to next account 8,85,717 


The bank's paid up capital is Rs. 1,00,00,- 
000, reserve fund Rs. 86,00,000, and total 
resources Rs. 13,83,76,988. 
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To BANKS Doing Business 
With Canada 


The Bank of Montreal offers unsurpassed facilities 
for the handling of the business of United: States 
Banks and Trust Companies anywhere in Canada. 


Bank of Montreal offices in New York, Chicago and 
San Francisco will quote Canadian exchange. 


The Bank of Montreal maintains direct wire service 
between its offices in Montreal, Toronto, Winnipeg, 
Vancouver, New York, Chicago and San Francisco. 


BANK OF MONTREAL 


Established 1817 
Total Assets in Excess of $900,000,000 
New York Agency: 64 Wall Street 


Current Conditions in Canada 


the Canadian wheat crop of 1929 
will not be much more than 50 per 
cent. as large as the crop of 1928,” 
says the Monthly Letter of the Royal 
Bank of Canada, Montreal, for Oc- 


tober, “but according to the early in- 


[: is generally acknowledged that 


spection reports the grade will be 
substantially better. Last year there 
was only one car graded No. 1 Hard 
up to November 1, and this year there 
were 332 cars of No. 1 Hard up to 
September 9. The most recent report 
of the Board of Grain Commissioners 
states that approximately 50 per cent. 
of the cars inspected are grading No. 
1 Northern and more than 90 per 
cent. are of contract grade. The pro- 
tein content is averaging 2 per cent. 
higher than in the last two years.” 

“Mineral production continues to 
establish new records,” the Letter con- 
tinues; “the value of the output for 
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the first half of the year was 17 per 
cent. above the level attained in 1928. 
Copper production increased 23 per 
cent., and higher copper prices led to 
an increase of 68 per cent. in its value. 
The increase in the volume and value 
of nickel was 18 per cent. and 21 per 
cent. respectively. The half year also 
witnessed an increase in the value of 
the production of gold, silver, lead, 
zinc and cobalt, as well as in that of 
the fuels, including coal, natural gas, 
petroleum and peat. Development in 
the mining districts is being pushed 
forward on a steadily increasing scale. 


PAPER INDUSTRY 


“In the paper industry, it is noted 
that consumption continues to increase 
more rapidly than the installation of 
new mill capacity. At the present time 
the mills are working at about 85 per 
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cent. capacity. It is reported that 
new mills are to be constructed both 
in British Columbia and New Bruns- 


wick. 
AUTOMOBILE PRODUCTION 


“It has been predicted that the ex- 
ceptional level of automobile produc- 
tion in the first six months of the 
year is likely to be somewhat offset 
by lower output during the rest of 
the year. In other lines of manufac- 
turing there was less than the normal 
decline in summer production, and 
reports from all parts of the country 
indicate that preparations are under 
way for maximum activity this fall. 
The employment index, which con- 
tinues to establish new levels over the 
corresponding months of previous years, 
reflects the continued expansion in 
manufacturing activity. 


BUILDING 


“In 1928 the value of construction 
contracts awarded surpassed the level 
established in any previous year. The 
statistics for the first eight months 
of 1929 show that the value of the 
contracts awarded during this period 
are more than 20 per cent. in excess 
of those of the corresponding months 
of 1928. This continued expansion 
in building reflects the optimism with 
which the country looks toward future 
prospects.” 


FOREIGN TRADE 


“For the second month in succession 
the foreign trade of Canada decreased 
in value, having been $210,135,000 
in August against $228,079,568 in the 
corresponding month last year,” says 
the September 23 Business Summary 
of the Bank of Montreal. “More 
striking is the fact that for the first 
time in four years imports fell off. 
Deductions cannot safely be made 
from the movement of a single month, 
but it is not unreasonable to infer that 
the less favorable crop yield will halt 
the long continued expansion of im- 
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ports. In the last five months imports 
have exceeded exports of domestic 
products by $77,162,000 and all ex- 
ports by $65,860,000. 


CAR LOADINGS 


“Car loadings are beginning to re: 
flect the crop shortage, and as the 
season advances decrease in loadings 
will be on an ascending scale. News- 
print production in Canada was slightly 
smaller in August than in the preceding 
month, but larger than in August of 
last year. 


PRICES HIGHER 


“Commodity prices, as a whole, were 
slightly higher in August, and showed 
seasonal changes in many farm pro- 
ducts. The index figures, however, 
lose some importance from the fact 
that they are struck from classes rather 
than masses of articles, and that de- 
clines in grain and cattle more than 
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offset in monetary value increases in 
fruits and vegetables, though the in- 
dex number of the classes combined 
may be higher. In such important 
items as iron and its products, textiles, 
wood products, non-metallic minerals 
and products of leather, price changes 
have been negligible.” 


SUMMARY 


In summing up the situation, the 
Monthly Commercial Letter of the 
Canadian Bank of Commerce, Toronto, 
says: 

“Turning to current industrial and 
trade conditions, it is to be noted that 
while operations continue at a low 
rate in a few manufacturing centers, 
as for instance those dependent on 
the automobile trade, the general trend 
in industry is upward. The satisfactory 
state of trade is reflected in merchan- 
dise and miscellaneous car loadings. 
Those in Eastern Canada have, with 
one exception, increased weekly during 
the last few months; those in the West 
have been slightly below the corre- 
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sponding figures of last year, but there 
are signs of a larger movement of staple 
commodities. 

“The credit situation continues 
strained and there is no prospect of 
relief in the immediate future. While 
interest rates in a number of countries 
have been materially increased, rates 
in Canada remain practically stationary. 
A noteworthy feature, however, is 
the fact that municipalities and govern- 
ments which have been inclined to 
postpone the issue of bonds find that 
as time goes on the public expects 
a higher return on securities of this 
character, and this situation is not 
likely to change in the near future. 
Business is active at present and the 
demand for money is heavy. Where 
large borrowings for non-commercial 
purposes are contemplated by way of 
bond issues, it is in the general interest 
of the country that these issues be 
placed as far as possible outside Canada, 
so that our available funds may be 
used to carry on the development and 
expansion of the country’s commercial 
business.” 





The Financial Corporation and the 
Stock Market 


Economist Says New Character of Our Markets, Due to Dupli- 
cation of Securities Through Financial and Similar 
Corporations, Deserves More Careful Attention 


By ARTHUR M. WOLKISER 
Economist for Samuel Ungerleider & Company 


URING the recent extensive de- 
D cline of prices for shares listed 

on the American stock ex- 
changes, losses for industrials and rail- 
roads have been far surpassed by the 
declines in the list of public utilities 
corporations. This will be seen from 
the respective indices of securities. The 
indices for public utilities stocks 
comprise, to a large extent, holding 
companies which may be considered as 
a special form of financial corporation. 
Public utilities holding companies and 
financial corporations have in common 
the fact that both show more or less 
duplication of outstanding securities of 
operating corporations. The speculative 
over-expansion in the shares of “dupli- 
cating” companies has found a rather 
far-reaching rectification through the re- 
cent declines in the market. In this 
connection, some of the special aspects 
of the situation and its international 
complications do not seem to have re- 
ceived sufficient recognition or to have 
been properly understood. 

The following facts, in the writer's 
opinion, deserve special attention: 

1. The financial corporation, whether 
it be a holding or a trading corporation, 
or an investment trust, does not first of 
all endeavor to immediately increase the 
productive capacity of the country or 
countries in which it acquires interests. 
Its primary purpose is rather to either 
gain control of, or merely to invest in 
the securities of existing corporations. 
Thus, its issues are exchanged or traded 
in for the securities of the companies in 
which it takes interest. This means 


that the issuance of shares of the finan- 
cial corporation will show a duplication 
of securities to the extent in which the 
funds acquired through the new issue 
are invested in outstanding securities. 

Within the last year the significance 
of the financial corporation has in- 
creased by leaps and bounds, and the 
development during the first nine 
months of the year 1929, measured 
even by the latest yardsticks, has been 
an extraordinary one, as a table of the 
Commercial and Financial Chronicle of 
October 12, 1929, page 2295, indicates. 
The effects of this important development 
should not be minimized on account of 
the fact that new capital issues of invest- 
ment trusts, and trading and holding 
companies, while during the first nine 
months of 1929 amounting to $2,239,- 
783,064, represent only a relatively 
small percentage of the total of all the 
securities traded in on the stock ex- 
changes of the United States. Such a 
view lacks the ever-increasing recogni- 
tion of the important part played by 
marginal quantities in the fields of eco- 
nomic activities. 

Theoretically, there should not be 
any increase in the aggregate of stock 
market values after issuance of new se- 
curities of a financial corporation to an 
amount larger than the nominal value 
of the new securities. Neither should 
any increase in the value of the se- 
curities which a financial corporation 
acquires ensue. Economically speaking, 
the pressure on the market from the 
sale of the new issue should offset the 
tendency toward an increase in the 
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prices of the securities being acquired 
for the portfolio of the financial cor- 
poration. As a matter of fact, due to 
the psychological influence exerted on 
the public by new issues of financial 
corporations, the prices of these issues 
have shown marked appreciation shortly 
following the announcement of the fi- 
nancing. Furthermore, due to bids by 
financial corporations in the market to 
acquire securities for their portfolios, 
the values of the general list of stock 
market securities have as well been 
largely increased. Thus, while the 
shares of the financial corporation in- 
creased in value, giving apparent reason 
for the higher valuation of stocks on the 
exchanges, on the other hand, the in- 
crease in value of these stocks on the ex- 
changes gave apparent reason for the in- 
creased values of the portfolios, and, 
therefore, of the shares of financial cor- 
porations. This vicious circle was an 
important factor in driving up prices of 
securities in a short time, “favoring” the 
share values of the “duplicating” com- 
panies far more than those of the oper- 
ating companies, while in the opposite 
direction it was equally important as a 
bearish factor during the hectic declines 
of the last few weeks, with an especially 
unfavorable effect upon the formerly 
favored values. Furthermore, the cap- 
ital structure of public utilities holding 
companies represents a case of an es- 
pecially effective “duplication,” being in 
many cases an introduction of senior 
securities of the holding companies in 
exchange for junior securities of the op- 
erating companies. 

2. The setting up of financial cor- 
porations, whose shares are sold to the 
investors who formerly invested accord- 
ing to their own choice in different se- 
curities now held in the portfolios of 
the financial corporations. has been an 
important factor in the increase of 
brokers’ loans during the last months. 
While the small investor may at times 
liquidate his holdings, he rarely lends 
his money on call. An investing cor- 
poration, always holding liquid cash, is, 
through concentrating the funds of the 
investment public, enabled to grant on 
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call credits not subject to the restrain- 
ing influence of reserve requirements, 
thereby increasing loans “for others” 
beyond the amount at which they 
would have stood if the funds concen- 
trated in the investing corporations had 
remained with individual investors. 

3. The Standard Statistics Company, 
Inc., publishes each week totals for 
stock values, and for brokers’ loans, 
both based on the average of the year 
1926 taken as equal to 100. For Oc 
tober 17 of this year the figure for 
stock values is given as 236.1, while the 
figure for brokers’ loans is given as 
250.4. This development is supposed 
to be an unfavorable one in so far as it 
reflects a larger increase in brokers’ 
loans than in stock values, as compared 
with the averages for 1926. From the 
facts given above it may be deduced 
that the relation between stock values 
and brokers’ loans is probably a much 
more unfavorable one. Public utilities, 
as a part of the basis on which the 
Standard Statistics Company builds its 
stock values and brokers’ loans relatives, 
represent to a larger or lesser degree 
holding companies. Thus, the high 
valuation on public utilities which, on 
account of the weight given to these 
issues, raises the stock values, is prob- 
ably due, at least to a large degree, to 
the effect of duplication of issues. For 
holding companies, as may be seen 
from Standard’s indices of the security 
markets, show a much higher valuation 
than operating companies. As a matter 
of fact, the relation between stock val- 
ues and brokers’ loans given by Stand- 
ard Statistics as of 236.1 to 250.4 for 
October 17, if corrected accordingly, 
would give a much more unfavorable 
picture than that which appears in the 
figures just cited. This, in itself, may 
partly account for the extraordinarily 
sharp decline in the value of shares of 
public utilities during the October de- 
cline. 

In the same way, other averages and 
indices should be seen in the light of 
the duplications aforementioned. 

4. During the last few months the 
situation as pictured above has been 
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complicated through an increasing par- 
ticipation in the American market by 
foreign investors. Due to changes of 
the money rates in foreign markets, and 
similar reasons, foreign investors, hav- 
ing acquired their shares outright, with- 
drew their funds from the American 
market, and their holdings had to be 
taken over at decreasing prices by 
Americans through brokers’ loans. Dur- 
ing recent weeks we have seen, due to 
the higher money rates and the neces- 
sary adjustments in the Hatry affair at 
London, and the unceasing demand for 
funds on the part of French banks, a 
repatriation of funds from the United 
States to Europe. This development 
has been an important factor in the 
accentuating of the apparent paradox 
of increased brokers’ loans at a time of 
decreasing market prices. 

5. The more one tries to disentangle 
the complicated and interwoven credit 
situation on the stock exchanges of the 
United States, the more one regrets the 
extraordinary inadequateness of the 
statistics available for a proper under- 
standing of what is really going on in 
the American financial markets. The 
mere fact that, since the introduction of 
brokers’ loans statistics, forecasts by the 
financial community have in most cases 
been wrong, seems to indicate that 
the bases from which inferences 
have been drawn, are, to say 
the least, incomplete. Usually, increas- 
ing or declining stock market prices are 
taken as indicators, respectively, of a 
rise or a decline in brokers’ loans. As 
a matter of fact, there are so many fac- 
tors outside of the range of market 
prices, that during the last weeks the 
guesses of leading authorities on brok- 
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ers’ loans have been wrong to an extent 
somewhere between $100,000,000 and 
$250,000,000. More complete statistics 
should be made available for the follow- 
ing quantities which are either not 
taken into consideration, or have been 
left out on account of insufficient statis- 
tics. They refer to the pell-mell of 


brokers’ loans “for others” and com- 
prise the following points: 


I. (a) Loans made for financial cor- 
porations. 
(b) Loans made for industrial cor- 
porations. 
(c) Loans made 
lenders. 
II. (a) Loans made 
lenders. 
(b) Loans made for foreign lenders. 


for all other 


for domestic 


Even if the statistics should be much 
more complete than they are today, 
brokers’ loans figures will often bring 
actual surprise to the financial com- 
munity, as it will always be impossible 
to gauge exactly the passing of securi- 
ties from stronger into weaker hands, or 
vice versa, which means increasing or 
decreasing brokers’ loans, respectively. 

The new character of our markets, 
due to the duplication of securities 
through financial and similar corpora- 
tions, deserves more careful attention. 
The effects of this duplication upon 
market prices, brokers’ loans and in- 
dices should be further studied and de- 
fined. The duplication of which we 
have spoken represents in the financial 
world a dynamization of yet unex- 
perienced dimensions, the recognition of 
which in the fields of theoretical eco- 
nomics was only begun toward the 
close of the last century. 





The Seal That 


Recommends An Investment 


An investment meets with ready acceptance 
when attested safe by the seal and guarantee 
of the General Surety Company. 


Our guarantee simplifies the investors’ selec- 
tion because absolute safety of both principal 
and interest is assured, and necessity of 
investigation is eliminated. 


The dealer finds he can unreservedly recom- 
mend an investment protected by our guar- 
antee. 


Buyer and seller of high grade investments 
bearing our guarantee meet on the common 
ground of confidence as symbolized by this 


seal. 


GENERAL SURETY COMPANY 


340 MADISON AVENUE, NEW YORK 


Capital and Surplus $12,500,000 


Under Supervision Insurance Department State of New York 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


MILLS EASTON, ad- 

vertising manager the 

Northern Trust Com- 

pany of Chicago, has 
been appointed a director of 
the Financial Advertisers As- 
sociation to serve the un- 
expired term of Charles J. 
Eastman, who has resigned. 
Mr. Easton has been with 
the Northern Trust Com- 
pany since 1926. In 1927 
he was president of the Chi- 
cago Financial Advertisers 
and recently he acted as 
chairman of a committee 
which devised a course in 
financial advertising and new 
business development for 
presentation this fall by the 
Chicago chapter. of the 
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American Institute of Bank- 
ing. 


IN announcing the organiza- 


tion of the Union Cleveland: 


Corporation, securities and 
investment afhliate of the 
Union Trust Company of 
Cleveland, Ohio, a _ four- 
page folder was issued, con- 
taining a list of the new com- 
pany’s officers and directors 
and explaining the purpose 
of the organization. 

The folder is printed in 
black on rough white paper 
and is eight by ten inches 
when folded. On the first 
page is a steel engraving of 
the Union Trust building 
and the words “Announcing 


the Union Cleveland Corpo- 
ration, the securities and in- 
vestment company of the 
Union Trust Company, 
Cleveland. Page two de- 
scribes the organization and 
aim of the company, and on 
page three are listed the 
directors, executive commit- 
tee and officers. The last 
page is left blank. 

Excellent quality paper, 
artistic layout and good 
printing are combined to 


make an _ attention-getting 
folder. 


WiITtH the arrival of autumn, 
the travel bureau of the 
Mellon National Bank of 
Pittsburgh, which sends out 


COMPREHENSIVE digest of the Fourteenth 
Annual Convention of the Financial Adver- 
tisers Association, which is being held at Atlanta, 
Georgia, as this issue of THE BANKERS MAGAZINE 
goes to press, will be published in the December 


number. 


Hundreds of members of the financial 


advertising fraternity, representing leading banks and 
investment houses throughout this country and Can- 
ada, will be in attendance at this important meeting, 
which promises to be the most interesting and help- 
ful gathering of bank and investment advertisers 


yet held. 





1904 » SILVER ANNIVERSARY YEAR « 1999 


WITHOUT CONSOLIDATION or merger, 

the Resources of the Franklin Trust Company 
have increased from $300,000 in 1904 
to over $50,000,000 in 1929 


Twenty-five years of solid, steady 


growth enables us to look forward 


to our second quarter century of 


service with the same unfailing 
confidence in Philadelphians and 
Philadelphia business that has 
characterized our progress 
in the past. Won't you join 
our 60,000 clients end 


RESOURCES 
MORE THAN 


y 
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Illustrations and copy both show the growth of 
the institution in this anniversary advertisement 


of a Philadelphia Bank. 


The layout and art 


work follow the modernistic trend. 


unusually intriguing travel 
folders, has begun to sug- 
gest the joys of winter travel 
in a folder entitled “Where 
Summer Begins.” 

“Thirteen hours of sun- 
shine, summer breezes that 
are always balmy and ca- 
ressing,” the copy reads, 
“sublime scenery, the pic- 


turesque customs of quaint 
foreign peoples—these are 
some of the lures of winter 
travel in the tropics. If you 
are young, a vacation like 
this will keep you so; if you 
are not, then your youth will 
come back as you make your 
own rules for happiness and 
discover the jolly-good-fel- 
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lowship of a Latin American 
atmosphere. Life just as 
you want it—a_ thousand 
pleasures to choose from— 
and you'll find in some 
southern sea the islands of 
your dreams.” 

The colorful __ pictures 
which always are a part of 
the Mellon folders in this 
one show interesting views 
of the tropics. 


THE third, and September, 
issue of the City-Wide Bank 
News, published by the 
Anglo-California Trust Com. 
pany, San Francisco, contains 
a feature article by Will C. 
Wood, superintendent of 
banks, on “Why Savings 
Banks and Departments” 
Additional articles include a 
brief story on “The Fun of 
Being Royal,” which tells of 
an interesting method by 
which one family saved to 
travel; “When Mr. X Passed 
On,” which deals with the 
will-making question; and a 
news item about the radio 
concerts of the “AngloCali 
fornians.” On the final page 
of the eight-page publication 
is a page advertisement for 


the bank. 


THE financial departmental 
meeting of the Direct Mail 
Advertising Association, 
which held its annual con’ 
vention in Cleveland last 
month, was presided over 
by Clinton F. Berry of the 
Union Trust Company of 
Detroit, and included three 
addresses, each of which was 
followed by an open discus 
sion. R. G. Field adverts 





ing manager of Caldwell & 
Company, Nashville, Tenn., 
spoke on “Direct Mail 
the Selling of Securities; A 
Big Failure and a Big Suc- 
cess.” “Defensive Direct 
Mail Selling” was the sub- 
ject of an address by Frank 
Fuchs, manager of publicity, 
First National Bank in St. 
Louis; while J. Mills Easton, 
advertising manager of the 
Northern Trust Company of 
Chicago, discussed “Trace- 
able Results from Trust 
Direct Mail.” 


Devin & BENNETT, INC., 
Chicago, sales and advertis- 
ing counsel to financial insti- 
tutions, has published a bul- 
letin in regard to the service 
charge on checking accounts. 
It is for distribution among 
bankers and is colorful and 
attention-getting, as well as 
informative. 


THE Exchange National 
Bank of Tampa, Fla., pub- 
lished in local newspapers 
during the summer months 
a series of advertisements re- 
garding the building projects 
now being carried out in that 
district. The first advertise- 
ment, run before the flurry 
of bank failures in July, was 
“There is much to be done 
inthe summer.” The follow- 
ing advertisements each took 
up one major building opera- 
tion, with an illustration of 
the project described. 

While the series was 
worked out and the first 
advertisement published be- 
fore the bank failures, the 
bank felt that the mention 
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of the building program 
going on in Tampa might 
counter-act to some extent 
the feeling of pessimism 
which the failures brought 
forth. 


THE Cleveland Trust Com- 
pany has announced by 
means of an attractive eight- 
page booklet the new office 
which it expected to open in 
October in the new Medical 
Arts Building, a part of the 
new Terminal development 
in Cleveland. The copy 
says; 

“The Terminal develop- 
ment means more to Cleve- 
land than just bringing 
transportation lines to the 
new station near the Square. 
New streets, modern office 
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buildings, garages, hotels, 
shops and stores are spring- 
ing up to take care of the 
expanding needs of the 
neighborhood. 

“And now to complete 
the development, a new 
Cleveland Trust bank will 
soon open in the Medical 
Arts Building at the corner 
of Prospect and Ontario. 
The new bank will bring 
Cleveland Trust service to 
the business men and stores 
within a radius of several 
blocks, to the thousands who 
use the new station daily 
and to the shoppers who 
patronize the stores of the 
neighborhood. A 

“Every banking service 
will be available to those 
who work or shop nearby. 

) FOR YOUR REFERENCE 

8 Soieccoes 
a hare 
= 


with the installation of the 


Union Trust Co. 
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An unusual illustration gives this directory adver- 


tisement special merit. 


It aids the reader and pro- 


spective customer to acquaint himself with the loca- 

tion of the bank’s various departments and is in- 

triguing enough to call attention to the adver- 
tisement. 
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Entrances from Prospect, 
Ontario, the Medical Arts 
Building lobby, the station 
itself and other buildings of 
the Terminal development 
will make for accessible and 
convenient banking. This 
newest Cleveland Trust Bank 
is scheduled to open some- 
time in October.” 


Illustrations include an 


airplane view of the territory 
which will be served by the 
new bank office, views of the 
main and safe deposit lobbies, 
and a diagram showing the 
accessibility of the new bank. 
Photographs of the personnel 
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of the new office are also in- 
cluded. 

The booklet is nicely 
gotten up and well printed. 


W. B. FosHay Co., invest- 
ment banking house of 
Minneapolis, has sent out a 
good looking folder announc- 
ing the dedication of the 
Foshay Tower, a memorial 
to Washington, in that city, 
and requesting the presence 
of the recipient at the formal 
ceremonies held recently. 
On the front cover of the 
folder is a reproduction of 
an etching by C. E. Johnson, 
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OSE who look only st the dull arithmetic 
life build n0 monuments and win no victories 
Progress is made because there are possibilities im 
thuman beings which go beyond statistics, because the 
‘whole is very often much more than the sum of all 
4 pare. 

Two great businesses, which have developed side 
by side, unive their resources and experience. They 
find that their rate of progress is much more thea 
doubled — that two plus rwo have not made four, but 
five or even ten. 

‘The Sesboard National Bank aad The 
‘Trust Company have merged in The Equitable Trust 
‘Company. Theut resources are the combined resources 


of the two; their board of direevors is the combined 
boards; their officers are the same ofhcers. 


to its customers than either bank could possibly 
have done alone. 


The Equitable Trust Company 


OF NEW YORK 


Mood Offer | BROAD TREY 


A merger of The Seahnord National Baw 
Cm Nw Vint Giffen 11 SRORDWAY 40 woure 
MADUON AVE AT <31H ST 


Good looking art work, an 


oo 


interesting headline, and a 


well balanced layout feature this well written institu- 
tional advertisement of a New York trust company. 


——,. 


showing the tower in the 
background and _ portraying 
modern industry and colonial 
days in the foreground. The 
second and fourth pages are 
blank and the third contains 
the formal invitation and a 
brief explanatory note, as 
follows: “The Foshay Tower 
is a monument to modern 
industry of the Northwest 
dedicated to the first great 
organizer and leader of this 
land. May his spirit of or 
ganization and _ leadership 
built on sound judgment and 
vision of the future be our 
guide.” 

The folder is simply but 
effectively designed and ex- 
cellently printed in black on 
white paper. 


“For ALL Your BANKING” 
is the title of a small four 
page folder gotten out by 
the First National Bank of 
Louisville, Ky. As its title 
signifies, it lists the various 
services of the _ institution 
and gives a brief descrip 
tion of each. Cream colored 
stock is used for the folder 
and the printing is in orange 
and brown. The words of 
the title are in brown ink on 
the cover, with a small draw 
ing of the entrance to the 
bank reproduced in orange. 
The text is printed in brown, 
with initial letters, etc., in 
orange. 


In co-operation with the 
Massachusetts Bay Tercen’ 
tenary organization, the John 
Hancock Mutual Life Insur 
ance Company of Boston has 


published a booklet on “John 
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Winthrop, First Governor 
of the Massachusetts Bay 
Colony,” of which 700,000 
copies have been distributed. 

The booklet consists of 
sixteen pages of text con- 
taining a brief explanation 
of the Tercentenary celebra- 
tion and the story of John 
Winthrop. On the cover is 
the title, above a reproduc- 
tion of a portrait of Gov- 
ernor Winthrop. The book 
is interestingly written and 
contains a great deal of his- 
torical data. 

It has been printed in a 
convenient size, six by four 
and one-half inches. 


THE Equitable Safe Deposit 
Company of New York, a 
subsidiary of the Equitable 
Trust Company of that city, 
has sent out to prospective 
customers of its safe deposit 
department a reprint of a 
display advertisement. “I 
think it’s in the third desk 
drawer” are the display lines 
which appear below a half- 
tone of a vault door leading 
into the safe deposit vaults. 
“You owe it to yourself to 
know where your valuable 
papers are at all times,” says 
the copy. “Go to the Equi- 
table today and rent a safe 
deposit box. Boxes cost sur- 
prisingly little; their safety 
is unquestioned; they will 
repay you many times as a 
convenience and in saving 
you worry and doubt. If 
you do not systematize the 
handling of your affairs, it 
is likely to be costly. Why 
not use these facilities of the 
Equitable?” 





A Wall Street Epic 


written in Steel 


High above Wall Street, towers the steel skeleton of the Bank of the 
Manhattan Company Building, erected by Starrett—the builders. Work 
is going forward at a rate unprecedented in the building industry to push 
the gigantic structure 850 feet into the air and to make.it ready for occu- 
pancy in less than a year. 


Starrett has established many new records in modern skyscraper 
construction in erecting this building—the tallest office building in the 
world. In less than two months time four large buildings, which stood 
on the site now occupied by the giant skyscraper, were demolished and 
simultaneously the pier foundations for the new structure were put down. 
While girders were being lifted into place many stories above the street 
level, excavators were completing work sixty feet below the ground. 


The Starrett Corporation, which owns a controlling interest in the 
Bank of the Manhattan Company Building, is a fully-rounded organization 
embracing building construction on a national scale, financing, manage- 
ment and equity ownership. Its securities afford an attractive field for 


safe investment with excellent possibilities for price enhancement. 


Write for special folder T-6 


G.L.OHRSTROM & Co. 


INCORPORATE 
Forty-four Wall Street, New York 


PRILADELPHIA BOSTON 
MINNEAPOLIS DETROIT 


CHICAGO 


TOLEDO 
LONDON, ENGLAND 


LOS ANGELES 


SAN FRANCISCO 
MILWAUKEE ST 


Louls 


Ql 


The cold facts of industry are translated into adventure 
in this excellently written and well illustrated advertise- 


ment of a New York investment company. 


It illustrates 


the worth of a company’s securities as an investment by 
citing one example of its activities. 


The services of the com- 
pany and the cost of a safe 
deposit box are told in the 
narrow column of type 
which runs down the side 
of each advertisement of the 
company. 

A business reply card, 
clipped to the advertisement, 


requests either a copy of 
the bank’s booklet describing 
its vaults or that one of the 
bank’s representatives call on 
the prospect at the address 
he gives. 


department is 


THE trust 


the subject. of an “inter- 
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A PROPHECY~ 
and Its Fulfillment 


i > 1920, when our deposits were about 
$92,000,000, our late president, F. H. 
Goff, in commenting on this bank’s 25th 
anniversary, said: 


«++. LT wenture to predict if The Cleveland 
Trust Company continues to serve the people 
of this city in the same spirit in the future as it 
has in the past, that within another ten years 
its deposits will exceed $250,000,000.” 


Today, nine years later, the statement below shows 
the deposits of The Cleveland Trust Company 
exceed $256,000,000. 

The prophecy is fulfilled and is a source of 
pride to all who are interested in this bank. 


HARRIS CREECH, President 


Condensed Statement of Condition, June 29, 1929 


The 
Cleveland 
Trust Company 


Located at Eactd Avenue and E. Sth Street 


RESOURCES 


Cash on Head and in Banks $ 31,604,661 40 

U 5S, State. Municipal and Other Bonds and 
Investments 32.997.480.14 
Loans Discounts and Advances 204.167.6011 47 
Real Esteve and Banking Houses 5.720.294 35 

In 4 Earnings Accrued and Other 
es 2.114.285.62 

Leabelty on Letters of Credit and 
Acceptances Executed by this Bank 7.322.057 93 


Torsl . ° + + + $283,866,370.91 


LIABILITIES 


Capital Stock 


Surplus and Undivaded Probes 
Reserve for Toxes, Interest, etc 
Deerdend Payable july 1, 1929 


Depress 
Orher Liabelieses 


$ 10,000,000 00 
6.372.976.43 
726.543.28 


Letters of Credit and Acceptances Executed for 


Customers 


Torl . 


7,322,057.95 
+ + + $263866,57098 


@ 


Member Federal Rese System 
Member Clevetond Clearing Howse Aniecianon 


tional advertisement of a Cleveland 
bank. Layout and typography are 
well conceived and executed. 


esting book which has been 
gotten up by the Purse 
Printing Company, Chat- 
tanooga, Tenn., for distribu- 
tion among banks and trust 
companies. “The Trust De- 
partment—How to Analyze 
and Develop Its Possibilities” 
is the title. The book is 


divided into several parts. 
The first deals with and 
answers the question of why 
a trust department should 
be developed. The present 
value of trust business is 
then analyzed. Other head- 
ings, self explanatory, are 
“Possibilities in Your Com- 


munity,” “Building Your 
Trust Department,” “The 
Mailing List,” and “Getting 
Real Results.” In the back 
of the book are eight pages 
which, when filled out by 
the bank, give a compre: 
hensive survey of the trust 
possibilities in its community. 
The survey is entitled “What 
to Consider in Planning 
Trust Department Adver- 
tising.” 

The booklet has been care- 
fully prepared and written; 
its design is excellent. The 
cover is of a heavy paper in 
cream color, with printing in 
black and a decoration in 
blue and gold. White paper 
is used for the inside pages 
and it is printed in black 
with sub-heads, initials, and 
rules in red. The size of the 
book is eight and one-half by 


eleven inches. 


THE September issue of 
Trade Winds, monthly 
publication of the Union 
Trust Company of Cleve- 
land, contains, in addition 
to its monthly survey of 
business conditions, an article 
by Arthur A. Young on 
Germany's economic re’ 
covery, and an article on 
“Machine Tools and Indus- 
trial Productivity.” The lat 
ter article is the inspiration 
for the cover, an excellent 
and artistic photograph show 
ing some of the machinery 
used in modern industry. 

The unusual illustrations 
add greatly to the attractive 
ness of this well edited and 
excellently printed advertise’ 
ment. 
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A SIMPLE but well written 
folder is used by the Liberty 
Bank & Trust Co., of Louis- 
ville, Ky., to advertise its 
club plan loans. “The object 
of the club plan loan depart- 
ment,” says the copy, in 
part, “is to serve the indi- 
vidual salaried person and 
wage earner in the same 
way that the commercial de- 
partment of the bank serves 
the merchant and business 
man. 

“A club plan loan is just 
what the name suggests—a 
loan with the privilege of 
repayment in small instal- 
ments. As in all bank trans- 
actions, character and in- 
tegrity plus earning capacity, 
are the basis upon which 
club plan loans are made. 
It is not necessary to have 
collateral, the signatures of 
two acceptable persons being 
the only requirement. 

“Loans are made for a 
period of fifty weeks and 
are paid in weekly, semi- 
monthly or monthly instal- 
ments. Should you desire 
to pay off your entire note 
before the end of the period, 
an equitable interest adjust- 
ment will be made. . . .” 


pean mails from New York, 
giving names of steamers, the 
sailing date of each and the 
arrival at the various Euro- 
pean ports. On the other 
side are listed in the same 
fashion European mails due 
to New York during the 
month. On the back of the 
folder is the latest statement 
of the bank. 

The folder is of stiff 
white cardboard, printed in 
dark blue. 


A BOOKLET for distribution 


to its correspondent banks 
has been published by the 
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Northern Trust Company of 
Chicago on the subject of 
“A Bank and Its Secondary 
Reserves.” 

“Out-of-town banks who 
use this institution as a 
Chicago correspondent have 
available to them the advice 
and counsel of an organiza- 
tion which has_ devoted 
nearly forty years to the 
investment of millions of 
dollars of its own funds and 
those of its customers,” says 
a message signed by the 
president of the company, 
and which occupies the first 
right-hand page. 





Reasons for Choosing 
« American Southem 








“Mary Green 
Was in the Office, 


Looking for Work’”’ 


«“ 'OU would never guess, Jane. who was in the office last 
week, looking for work. It was Mary Green. | was sur- 
prised for | knew Jim had left a comfortable estate. It 

seems that he had named Mary as executor under his will, think 

ing he was paying her a compliment. Poor git. it has tumed out 
to be anything but a compliment. She has broken under the strain 
of settling the estate, looking after the children and trying to man- 

the affairs without business experience; she looks a lot older. 
ee Td Raccaat tv tn alk tanuaiine en eeaapeitenenih ‘adlsics-cf 
fnends, and the investments that Jim worked so hard to accumu- 
late have melted like snow. So she was down at the office, asking 

Jim's old fnends for a job. | don’t think it was fair for Jim to put 

all that responsibility on her shoulders. 


“| began picturing you in Mary's place, and made up my mind 
that so far as | pe help it this should never happen to you. So 
I made my will today, and you can't know what a comfortable feel- 
ing | have had ever since. Of course, | expect to be nght on the 
Pe 4 tora many years yet, but no matter what happens, you 
and Dorothy will be cared for. jim made a will, but he did not 
look far enough ahead, and Mary paid the penalty. You will not 

burdened with business responsibilities and investments, for | 
have named the American Southem Trust Company my Executor 
and Trustee. The Trust Company will handle all the details and 


send you a check each month. 


The copy then goes on to 
explain the charges on this 
type of loan and the way in 
which the plan is carried 
out. 





THE National City Bank of 
New York is publishing a 
monthly calendar of sailing 
and arriving dates of Euro 
pean mail steamers in the 
form of a small folder. On 
One =:de are listed the Euro- 


LITTLE ROCK.ARK. 
Resources $16,000,000.00 


An interesting example of informal, conversational copy 
in a trust advertisement. The illustration ties in with 
the major copy, while the complete trust services of the 
bank are listed separately, both to give them better display, 
and to keep the copy from seeming too long. 





UDGE the character of Canadian people by their records 

in pioneering, in business life and in home life. See how 
closely their standard of living compares with that of 
American people. 


Consider how richly nature has endowed Canada. A vast 
agricultural estate—including the most productive of 
spring-wheat land—forests second in economic importance 
only to those of the United States; a mineral field of over 
3,000,000 square miles; more than half the fresh water of 
the globe from which to develop hydro-electric energy. 

After the most exacting tests you will not marvel that 
Canada has established an enviable social and economic life 
and is rapidly progressing to new records of achievement. 
One of the safest and broadest channels to this country 
of progressive, self-reliant people and immense natural 
wealth is through The Canadian Bank of Commerce. This 
Bank affords you banking and investment service in any 


part of 


THE_CANADIAN BANK 
OF COMMERCE 


Head Office: TORONTO, CANADA 
Sm Jouurn Pavers, Bart. 
(CNawrmes of the Board 
SH. Lécaw, General Monager 
Capital Paid Up $24,823,400 


“a 


Reserve $24,823,400 


peal br AGENCY, 16 EXCHANGE PLACE 
ENSON 


R B Buccesrein = P:sH Nowens 


An institutional advertisement run by a Canadian 

bank in newspapers in cities of the United. States. 

The copy is well suited to the media in which it 

was used, and layout and illustrations are equally 
appropriate. 


“Obviously its analyses of 
your secondary reserves and 
its recommendations concern- 
ing your investment account 
or the accounts of your cus- 
tomers will come from ex- 
perienced men whose judg- 
ment is seasoned and reliable. 

“Assisting banks and 
bankers with their invest- 
ment problems is a major 
activity in our relationship 
with out-of-town _ banks. 
The service is thorough. 
You are cordially invited to 
avail yourself of it.” 

The booklet then describes 
and explains the assistance 
which the bank can render 
to its correspondents in re- 


gard to securities. It is 
printed in black and red on 
white paper, with an un- 
usual cover of cream and 
brown, printed in black. 


THE Ohio Savings Bank & 


Trust Company, Toledo, 
Ohio, is distributing a book- 
let on A. B. A. travelers’ 
cheques. The colorful cover 
shows the departure of a 
steamer and the words “An- 
chors Aweigh.” The text is 
signed by the A. B. A. Voy- 
agers who are known to radio 
listeners by their weekly 
broadcasts from WJZ, New 
York, and associated stations 
in nine other cities. 
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“Soon the gang-plank will 
be unclamped and lowered 
away; the horn will drone 
its call, the deep-draughted 
tugs will nudge your liner 
into the stream, and you will 
be off for where you want 
to go. 

“The gusto of travel is for 
everyone—globe-trotter and 
novice alike; but the globe- 
trotter has learned to simpli- 
fy routine difficulties. Ex- 
perience has yielded a tech- 
nique. Happily, it is a 
technique easy to acquire, 
for it consists principally of 
simple rules of preparation 
and the knowledge of how 
to deal with emergencies. 

“The lessons of a great 
amount of travel experience 
are compacted in the con 
tents of this booklet. Even 
the travel-wise may find it 
useful as a reminder of what 
they would not want to for: 
get. 

“All aboard! Best of luck 
and fair weather.” 

The above paragraphs 
serve as an introduction to 
sixteen pages of text deal- 
ing with the necessary pre’ 
parations for a foreign voy- 
age and emphasizing, of 
course, the convenience and 
safety of A. B. A. travelers’ 
cheques for the carrying of 


funds abroad. 


EpitH M. Rose, in charge 
of publicity for the Union 
Trust Company of Detroit, 
has been elected president of 
the Women’s Advertising 
Club of that city. 
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Bank Mergers Big Experiment, Says 
M. A. Traylor 


HE concentration of the wealth 
of the United States into the 
hands of a few great national 
banking groups is the question occupy- 
ing American financial circles, said 
Melvin A. Traylor, president of the 
First National Bank of Chicago, one of 
the American members of the organiza- 
tion committee for the International 
Bank, in an exclusive interview with 
the Chicago Tribune. 

Mr. Traylor declined to comment on 
the psychological aspects of the situa- 
tion which has been created by recent 
huge mergers of powerful financial in- 
stitutions, with the consequent aggrega- 
tion of enormous capital and resources. 

He did not deny, however, that hard 
times, crop failures and other national 
disasters which might strike the United 
States would be likely to arouse a 
great popular outcry against the con- 
solidation of the richest banks and give 
the demagogues an opportunity to in- 
cite the people against capitalists and 
trusts. 

Mr. Traylor agreed that certain 
thinking elements in the United States 
believe the wave of merging banks, now 
going on, may eventually provide 
highly inflammable material for Com- 
munist and Socialist agitators to incite 
the working classes against the existing 
regime. 

“The changes in the American bank- 
ing sentiment in the last three years 
mark the greatest transition in the his- 
tory of banking psychology in our own 
and any other country,” said Mr. Tray- 
lor. “American banking was originally 
set up as independent units, serving re- 
spective communities. That system 
contributed largely to the rapid de- 
velopment of the United States. Three 
years ago the MacFadden Act was in- 
troduced in Congress. It was designed 
to liberalize the laws under which the 
national banks operate and put them 
844 


on a more competitive basis with the 
state banks. 

“The fight centered around the pro- 
visions of the MacFadden Act giving 
branch banking liberties to national in- 
stitutions in all states where this priv- 
ilege is accorded to state banks, and it 
was passed in the spring of 1927. 

“Since then developments have fol- 
lowed two distinct lines. First, the 
consolidation of a large number of na- 
tional banks with large state banks, al- 
ready possessing numerous branches. 
That is the primary cause for the move- 
ment toward mergers. The banking 
business, like industry, is generally 
hignly competitive, and the moment 
certain banks began to get together for 
this purpose the national banks ac- 
quired branches. This resulted in 
larger and more aggregate resources. 

“The consolidation of banks is natu- 
rally followed by a like desire of other 
national and state banks, whose man- 
agement perhaps is not interested par- 
ticularly in the branch aspect of the 
question, but in order to maintain posi- 
tion, size and prestige, found it desir 
able to expand likewise. 

“In the second point, this very com: 
petitive pressure forced further develop- 
ment, not within the purview of any 
legislation, either state or Federal—the 
acquisition of banks outside the im: 
mediate territory of the competitive 
banks. To accomplish that second phase 
the formation of holding companies de- 
veloped to buy controlling interests in 
banks. 

“The result of this is, these affiliated 
banks now spread across state lines; in 
one or two instances right across the 
country from coast to coast, chains 0 
banks are owned and controlled by one 
holding company. 

“At first this development was looked 
upon by many who were engaged in it 
with a good deal of skepticism, but 
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again the competitive spirit was aroused 
and the very ones who were criticizing 
it entered into the competitive field. It 
follows then, as large aggregations of 
capital and resources are gotten together 
involving larger personnels, many were 
compelled to enlarge their quarters; and 
one now sees the largest skyscrapers 
being erected for the newly merged 
concerns. 

“The whole movement is being 
watched with the greatest interest and 
concern by bankers and business men as 
well. The consolidation scheme has un- 
doubtedly some elements which com- 
mend themselves favorably for con- 
sideration, and undoubtedly there will 
be others. Time alone can tell whether 
they are designed to improve general 
banking conditions. 


ARGUMENT FOR MERGERS 


“The original advocates of bank 


mergers based their contentions upon 
two grounds. 


In the first place, with 
the tendency to consolidate industry, 
commerce and all fields of business ac- 
tivity, the powerful groups require 
larger credit facilities, and it has be- 
come necessary to have these larger 
aggregates of capital and _ resources 
under one control. 

“In the second place, because of the 
large number of failures, chiefly among 
smaller banks since 1921, it was deemed 
advisable to bring the control of these 
smaller banks into a group with more 
strongly financed institutions and into 
the hands of strong management.” 

Mr. Traylor then pointed out that 
critics have always insisted that the in- 
herent weakness of branch banking gen- 
erally lies in the fact that where one of 
the groups branches over a large area 
like Canada, the tendency is to allow 
limited authority to the local bank 
manager. As a result the deposits of 
the local region are gathered and di- 
rectly or indirectly controlled by the 
head office, which is often a consider- 
able distance removed, ignoring the de- 
tails of the local situation and thereby 
retarding development in that terri- 
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tory through withholding sufficient 
credits and loans. 

Furthermore, Mr. Traylor recalled 
that it always has been claimed that 
there is a fundamental weakness in 
mammoth institutions and the question 
remains how big an organization can 
one single human mind grasp compre- 
hensively and administer efficiently? 

“After all, business must be a one- 
man affair,” said Mr. Traylor. “There 
cannot be two men making the policy. 
A successful organization can have only 
one ‘yes and no’ man deciding the 
policy and making the final decisions. 
He can delegate authority and build up 
an organization, but can the human 
mind encompass some of these larger 
aggregations of capital running well 
into billions of dollars? This not only 
applies to banking but to industry and 
other big business as well.” 

Mr. Traylor gave his opinion that 
the United States may have a brand 
new banking system within five years, 
and mergers will bring it about. 

“America will never return to the 
small unit system,” he said. “Whether 
it will go to nation-wide chains or 
limited regional groups, it is impossible 
to say now.” 

He pointed out that the system can 
continue through holding companies or 
by Federal legislation, which will event- 
ually permit national chain banks. 

“If Federal legislation gave the na- 
tional banks the right to maintain 
branches, then all state banks are 
forced to follow suit and state banks 
would switch over and become national . 
banks in order to enjoy the right to 
maintain a franchise, if state legislation 
continued to prohibit it,” he said. 

The Federal Reserve System is based 
upon two kinds of memberships—na- 
tional banks, obliged to co-operate, and 
state banks being accepted with the 
right to withdraw after six months’ 
notice. The support or withdrawal of 
state banks is extremely important to 
the Federa! Reserve System, which wel- 
comes state banks into membership. 

Only thirteen or fourteen states per- 
mit branch banking at the present time. 
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Chain and Group Bank Resources 
Exceed Thirteen Billion 


ORE than thirteen billion dol- 
M lars in bank resources are now 
included in chain and group 
banking systems, numbering 273 organi- 
zations and comprising 1858 banks, ac- 
cording to a statement issued recently 
by the Economic Policy Commission of 
the American Bankers Association. 
These figures, which are a revision 
and amplification of the preliminary re- 
port with which the chairman of the 
commission, R. S. Hecht, president of 
the Hibernia Bank and Trust Company, 
New Orleans, startled the recent gen- 
eral convention of the association at 
San Francisco, cover every state in the 
union and the report declares they in- 
dicate that “almost 7/2 per cent. of our 
banks and over 18 per cent. of our 
banking resources are enmeshed in the 
great net of chain banking that now 
covers almost every part of *the coun- 
try.” The statement adds that “new 
bank groupings and chain systems are 
springing into existence or into notice 
so rapidly that often today’s data are 
rendered obsolete by tomorrow’s events, 
therefore the story put forward in this 
report is not conclusive nor is it as 
sumed that the figures are all com- 
plete.” 


UNPREJUDICED ECONOMIC STUDY 


The statement, which is presented 
“without opinion or deductions, simply 
as an unprejudiced economic study,” 
Says In part: 

“The facts comprised envisage chain 
and group banking systems in the broad- 


est sense of the term. They include 
groups in which the dominant element is 
a particular bank exercising direct or in- 
direct, but definite, control. Of this class 
we find 78 instances, involving 407 banks, 
including the head banks, and rep- 
resenting about $6,473,000,000 in com- 
bined banking resources. They include 


also groups in which a non-banking 
holding company, not subsidiary to any 
particular bank, is the dominant element. 
Of this class we find 28 instances, in- 
volving 380 banks and nearly $5,335,- 
000,000 in combined banking resources. 
Finally, they include groupings in which 
the dominant control is exercised by in- 
dividual persons or groups of individuals 
acting for themselves. We find 167 
instances, involving 1071 banks and rep- 
resenting about $1,468,000,000. Some 
of these systems comprise 50 to 100 
banks each. The total is over $13,275,- 
000,000 in aggregate resources. 

“Of one class or another chain head 
offices appear in our figures in all but 
nine of the forty-eight states and the 
District of Columbia, and as to these our 
information is chiefly negative, and we 
cannot say positively whether there is 
chain banking going on there or not.” 

A survey of the structure of chain and 
group bank organizations reveals that 
under the three main classes there are a 
number of distinct types, the report 
says. In organizations in which a par- 
ticular bank is the controlling element, 
the commission finds systems in which a 
state bank or trust company owns 
directly the controlling stock interests 
in a number of other banks or trust com- 
panies whose administration it dictates, 
others headed by the corporate affiliate 
of a single state or national bank or a 
trust company in which stock ownership 
in the afhliate coincides with stock 
ownership in the bank, and still others 
headed by a holding trust or company 
whose stock is trusteed pro rata for the 
benefit of a given bank’s stockholders. 
Other types are those headed by a hold- 
ing company organized by state or na- 
tional bank groups and closely held for 
the stockholders or a group of stock- 
holders of those banks which dominate 
the policies of the holding company and 
those in which directors, interlocking 
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directorates, officers or a group of 
officers of a bank control and direct 
other banks. 

Organizations in which a non-banking 
corporation is the central controlling 
element present types in which a holding 
company, not subsidiary to any par- 
ticular bank, is the supreme administra- 
tive unit and in which all banks belong- 
ing to the system are subordinate mem- 
bers, the holding company being closely 
held, also those in which the capital of 
the holding company is created by cash 
subscription open, in part at least, to the 
public, and is employed to purchase, in 
the more or less open market, the con- 
trolling stock interests in a number of 
banks and others of this same admin- 
istrative type in which the authorized 
capital is issued only through the equi- 
table interchange of the holding com- 
pany’s stock for the stock of banks, 
under a mutual understanding that a 
centrallv directed chain system is being 
created. Still another type of chains 
holds banks through the control of a 
wholly non-banking organization, such as 
an insurance company or an investment 
corporation or trust not structurally 
affliated or associated with a banking 
institution, whose funds are invested in 
controlling interests of a string of banks. 


INDIVIDUAL CONTROL 


The class of chains or groups dom- 
inated by individuals as distinguished 
from chains with corporate entities at 
the head, the report says, presents a 
wide variation of forms, the chief types 
being those headed by a single practical 
banker who acquired control of a num- 
ber of banks and personally directs and 
impresses his banking methods and ideals 
on them through his individual contacts 
with them rather than through any 
definitely organized system of control, 
those in which the dominating head, 
with the increase in his multiple banking 
interests, sets up a special directing and 
supervisory function, ordinarily in his 
principal bank, and systematically con- 
trols the management of the members 
of his group, and those in which a cen- 
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tralized management and bookkeeping 
unit, with standardization of method in 
detail, is set up by the dominant in- 
dividual and all members of the group 
are required to refer loans and policies 
to this unit. 

“We have not included in these 
figures,” the report says, “that large 
body of banking groups in which a com- 
mercial bank, a trust company and an 
investment house, and sometimes a sav- 
ings bank, are tied together by some 
form of stock holdings and frequently 
operated under one roof or under ad- 
joining or nearby roofs as complementary 
elements in an organization rendering 
complete financial services. So long as 
they go no further than that, we have 
held that the intent and theory of such 
groups are similar to those of a depart- 
mentalized bank structure and distinctly 
different from the purposes and opera- 
tions of a chain banking system. We 
would note in passing, however, that we 
have discerned a distinct tendency, on 
the part of some such banking groups, 
to use their holding companies or in 
vestment units to extend their operations 
along unmistakable chain or group bank 
lines. 


CHAIN BANKS DEFINED 


“For purposes of the present report, 
therefore, we would define chain banks 
as those systems in which a centralized 


administrative control, whether cor’ 
porate or personal and either rigid or 
informal, directs the operations of two 
or more complete banking units, not 
functionally complimentary, each work- 
ing on its own capital and under its 
own personnel and located in one of 
more cities or states. 

“It has been assumed by some that the 
rapid development of chain banking was 
in the nature of a reaction against restric’ 
tions imposed upon multiple office bank- 
ing of the branch banking form by anti 
branch banking laws. Our observations 
do not wholly confirm this theory, since 
we find chain banking prevalent in 
states where virtually no restriction 15 
imposed on branch banking, as well as 
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in states where the establishment of 
branch banks is prohibited. However, 
the facts do show that anti-branch bank- 
ing laws have been a factor in some 
cases, and probably in some sections, in 
the spread of chain banking. 

“Some cases have come to our atten- 
tion where expansion along chain bank 
lines has been carried out by state banks 
whose expansion along branch bank 
lines was stopped by the passing of state 
law prohibiting further branches. Yet 
whether in those states in the Northwest 
where chain and group banking develop- 
ments have been especially active, notably 
Minnesota and other states in the Ninth 
Federal Reserve district, ‘expansion 
would have been along branch bank lines 
if the laws had imposed no barriers, it 
is impossible to say. There is obviously 
a well developed banking opinion in that 
territory that the chain bank method 
brings to outlying banks the strength 
and efficiency of a big organization with- 
out depriving them of their local in- 
dividuality and sympathies. It might 
therefore have been that a large part of 
the expansion comprised in the chain 
bank movement there would have been 
along these lines even if the laws had 
permitted branch banking extensions. In 
view of the mixed factors noted, we feel 
it is unsafe to generalize as to what 
bearing branch banking laws have on 
chain bank developments. 

“The recent era of rapid chain bank 
developments has found specific reflec- 
tion in state legislative action tending 
to restrict or control chain or group 
banking. Also we find a sharp differ- 
ence of opinion among bank commis: 
sioners who have expressed their senti- 
ments regarding chain banking in reply 
to our questionnaires.” 

The report has been issued in book- 
let form by the association at its New 
York City headquarters. In a fore- 
word, Chairman Hecht says: 

“A few years ago, while Secretary of 
Commerce, President Hoover remarked 
that we are almost unnoticed going 
through a revolution of our economic 
life, and that we are passing from a 
period of extremely individualistic action 
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into an era of ‘associational’ activities. 
The facts contained in the following 
report indicate that this trend toward 
asociational activities goes ceaselessly and 
relentlessly on and whether we take the 
view that it is a natural step in the 
evolution of American business methods 
or merely a passing fad or fancy of the 
financial world it behooves us to watch 
and carefully study the daily develop- 
ments of this modern trend in our busi- 
ness. The Economic Policy Commission 
does not take a stand in advocacy of or 
in opposition to this new method of con- 
centrating banking resources through 
the affiliation of banks into groups and 
chains, but is simply offering as a fact 
finding body what we believe is the first 
complete national picture of this rapidly 
growing movement.” 

The members of the Economic Policy 
Commission for the association year 
1928-29 during which the study was 
made are, R. S. Hecht, president Hi- 
bernia Bank and Trust Company, New 
Orleans, Louisiana, chairman; George 
E. Roberts, vice-president National City 
Bank, New York City, vice-chairman: 
Nathan Adams, president American Ex- 
change National Bank, Dallas, Texas; 
Leonard P. Ayres, vice-president Cleve- 
land Trust Company, Cleveland, Ohio; 
Walter S. McLucas, chairman of board 
Commerce Trust Company, Kansas 
City; Max B. Nahm, vice-president 
Citizens National Bank, Bowling Green, 
Ky.; John C. Orcutt, vice-president 
Irving Trust Company, New York City; 
A. L. Schantz, president State Bank of 
Omaha, Neb.; Melvin A. Traylor, presi- 
dent First National Bank, Chicago; Paul 
M. Warburg, chairman of board Inter- 
national Acceptance Bank, New York 
Citv; O. Howard Wolfe, cashier. Phil- 
adelphia National Bank, Philadelphia; 
Gurden Edwards, American Bankers 
Asscciation, New York City, secretary. 


COMMISSION APPOINTED FOR 1930 


John G. Lonsdale, president of the 
American Bankers Association, has ap- 
pointed the commission for the coming 
year to watch and report on develop- 
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ments under the proposal of John W. 
Pole, Comptroller of the Currency, for 
an extension of branch banking in the 
National Banking System. The com- 
mission includes last year’s members 
with Frank W. Blair, chairman of the 
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board Union Trust Company, Detroit; 
Walter W. Head, president State Bank 
of Chicago; and W. D. Longyear, vice- 
president Security-First National Bank, 
Los Angeles, in place of Mr. Orcutt 
and Mr. Schantz. 


Sharp Rise in September New Security 
Financing 


EW security financing registered 
N a sharp increase in September 

due to another huge gain in 
investment trust and financial offerings, 
which exceeded by $125,000,000 the 
record-breaking total of August, accord- 
ing to the monthly investment review of 
Lawrence Stern & Co., investment bank- 
ers of Chicago and New York. 

The combined total of new stock, 
bond and note financing for September 
was $884,119,877—an increase of 41 
per cent. over August and 66 per cent. 
more than for September, 1928. Of 
this total, investment trusts and finan- 
cial issues comprised $497,261,725 
which was 56 per cent. of the total 
volume of all publicly offered security 
issues for the month and 80 per cent. 
of the stock financing. 

“New investment trust and financial 
issues, publicly offered during the first 
nine months of this year,” said the 
survey, “now aggregate well over two 
billion dollars, the total being $2,051,- 
282,822. This does not include several 
hundred million dollars worth of these 
issues that have been privately sub- 
scribed or offered to stockholders.” 

The survey pointed out that the 
total of $884,119,877 for new Septem- 
ber financing did not include the $500,- 
000,000 issue of United States 4% 
per cent. Treasury Certificates. Neither 
did this total include approximately 
$200,000,000 worth of stock issues 
and $20,000,000 in convertible deben- 
tures which were privately subscribed 
or offered to stockholders. 

Bond and note financing in Septem- 
ber consisted of fifty-two issues aggre- 


gating $26,886,894 which is 32 per 
cent. greater than the volume of last 
month, but 26 per cent. below the total 
of September, 1928. There were 
eighty-nine stock issues totalling $620,- 
232,983 which is a gain of 46 per 
cent. over August and nearly four 
times greater than the unusual low 
volume in September 1928. 

All classifications in the bond list, 
with the exception of foreign and real 
estate, registered a substantial gain 
over August. Tax exempt bonds con- 
stituted the largest class, the Bond 
Buyer of New York reported offerings 
aggregating $92,809,894. Real estate 
issues, which totalled $11,000,500, 
showed the greatest decline, being less 
than half the volume for last month. 

In stock financing, all classifications 
with the exception of real estate showed 
substantial gains. In addition to the 
huge increase in financial offerings, 
the volume of public utilities issues 
was more than seven times greater 
than that in August and industrial 
offerings increased 52 per cent. 

New York investment bankers under- 
wrote $475,107,107 of the stock and 
bond offerings during September or 
more than half the total volume of 
the month. The New York under: 
writings included thirty-four stock 
issues totalling $405,370,607 and 
twelve bond issues totalling $69,736, 
500. Chicago bankers were in second 
place in the month's underwritings 
with a combined total of $146,711,500 
comprising eleven stock issues totalling 
$111,430,000 and nineteen bond issues 
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totalling $35,281,500. Boston was 
third with $74,425,000 followed in 
order by Baltimore, Denver and San 
Francisco. 

The Lawrence Stern and Company 
(weighted by volume) index of average 
yields of new corporate bond and note 
offerings at their offering prices, showed 
a rather substantial decline in Septem- 
ber—the index standing at 5.63 per 
cent. as compared to 5.99 per cent. 
in August and 5.68 per cent. in Sep- 
tember, 1928. However, it was stated 
that the lowering of the average was 
not so much representative of a general 


trend, but was due to the fact that 
approximately 63 per cent. of all cor- 
porate issues carried conversion privi- 
leges which compensated for the reduced 
yield. Industrial yields were particu- 
larly influenced by this feature and 
declined from 6.11 per cent. in August 
to 5.25 per cent. in September. The 
average yield for real estate now stands 
at 6.07 per cent., public utilities 5.63 
per cent. and railroad 5.56 per cent. 
The foreign issue yield average is 7.60 
per cent. as compared to 7.50 per 
cent in August and 6.74 per cent. in 
September. 


BOND AND NOTE FINANCING 


September, 1929 
$92,809,894 
74,925,000 
14,606,500 
61,250,000 
11,000,500 


*Tax exempt 
Public utility 
Foreign 
Industrial 
Real estate 
Railroad 


September, 1928 
$60,869,000 
140,650,000 

73,500,000 
19,530,000 
53,648,700 


August, 1929 
$75,866,337 
48,657,000 
15,135,000 
34,195,000 
23,885,000 


9,295,000 
OED ioa baie ealelmoae dic cutnae $263,886,894 


*Figures by the Bond Buyer, New York. 


Stock FINANCING 
September, 1929 


Financial 
Public utility 
Foreign 
Industrial 
Real estate 
Railroad 


$497,261,725 
49,130,000 
8,382,500 
64,246,258 
1,212,500 


Total 


8,911,000 


1,770,000 





$3 57,108,700 


September, 1928 
$14,637,722 
48,813,920 
9,062,500 
98,066,143 
5,210,000 


$175,790,285 


$199,508,337 


August, 1929 
$3'72,152,500 
6,894,750 
2,550,000 
42,723,480 


$425,545,730 





Mid-Continent Trust Conference in 
Detroit 


trust companies and banks in the 

seventeen mid-continent states will 
meet in Detroit, November 7 and 8, to 
discuss the most modern methods of 
handling trust business and the latest 
developments in the business. Some of 
the best known trust men in the coun- 
try, including John G. Lonsdale, presi- 
dent of the MercantileCCommerce Bank 
and Trust Company of St. Louis, and 
new president of the American Bankers 


Fs hundred trust officers from 


© eacnracn 
Dr. RaLtpuo E. BADGER 
Vice-president of the Union Trust 
Company of Detroit, who will be one 
of the speakers at the Detroit con- 
ference. 


Association, will discuss the develop- 
ment of the trust business and plans for 
the further extension of this branch of 


banking. Mr. Lonsdale will speak on 
“The Importance of the Trust Depart- 
ment from the Executive’s Standpoint.” 

Sessions will be at the Book-Cadillac 
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Hotel and will be under the joint direc- 
tion of the trust company and national 
bank divisions of the American Bankers 
Association. The conference is one of 
the three conducted under these aus- 


WILLIAM C. MILLER 


Vice-president State Bank of Chicago, 

who will speak at the Mid-Continent 

Trust Conference in Detroit this 
month. 


pices and covering the entire United 
States, the other two being composed of 
representative trust officials from the 
eastern and western states. 

Growth of the trust business in the 
United States has been phenomenal in 
the last few years, with 3200 active trust 
departments now operating in Ameri 
can banks and trust companies and 
with more than 3000 officers alone de- 
voting their entire time to the han- 
dling of this business, according to 
figures compiled by the American 
Bankers Association. In 1900, accord’ 
ing to these figures, only 165 of these 
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3200 active trust departments had been 
established. 

A comprehensive convention program 
has been arranged. Among the inter- 
esting subjects to be taken up is that of 
to what extent it would be wise for a 
bank or trust company to yield to 
present-day pressure for investment of 
trust funds in stocks and other types of 
securities and the liability which the 
trustee may run in so doing. 

Another subject of wide interest 
which is to be discussed is the matter 
of the rights and liabilities of a trustee 
in retaining non-legal investments. A 
trust official of long experience in this 
will discuss just what liability the 
trustee runs in the retention of stocks 
and other forms of non-legal trust in- 
vestments which come in trust estates. 

Other subjects to be discussed include 
the improving of trust service, modern 
ways of handling ‘trust investments, 
land trust certificates, business insur- 
ance trusts, the human side of trust 
work, the living trust and features to 
promote efficiency. 

Among the speakers besides Mr. 
Lonsdale on the program are: A. Holt 
Roudebush, vice-president and counsel 
of the trust department of the Missis- 
sippi Valley Merchants State Trust 
Company of St. Louis; Roy C. Osgood, 
vice-president of the First Union Trust 
and Savings Bank of Chicago; William 
C. Miller, vice-president of the State 
Bank of Chicago; R. E. Badger, vice- 
president of the Union Trust Company 
of Detroit, and H. F. Pelham, vice: 
president of the Citizens and Southern 
National Bank of Atlanta, Ga. 


The entertainment program provided 
for the visiting bankers includes a ban- 
quet to be tendered by the trust com- 
panies and banks of Detroit on the 
evening of November 7. Tickets also 
have been obtained for the Harvard- 
Michigan football game at Ann Arbor 
on November 9. 

Leading bankers and trust company 
officers from the following states will 
be present: Arkansas, Colorado, Illinois, 
Indiana, Iowa, Kansas, Kentucky, Michi- 
gan, Minnesota, Missouri, Nebraska, 
North and South Dakota, Ohio, Okla- 
homa, Texas and Wisconsin. 

The following general committee is 
in charge of arrangements: Robert O. 
Lord, president Guardian Trust Com- 
pany, chairman; Phelps Newberry, vice- 
president Guardian Trust Company, 
vice-chairman; McPherson Browning, 
president Detroit and Security Trust 
Company; Fred Burton, president 
Bankers Trust Company; D. Dwight 
Douglas, president First National Bank; 
Edward Frensdorff, president Standard 
Trust Company; Julius H. Haass, presi- 
dent Peoples Wayne County Bank; 
John S. Haggerty, president United 
States Trust Company; T. W. P. Liv- 
ingstone, president Bank of Michigan; 
Thomas Neal, president Equitable Trust 
Company; F. E. Quisenberry, executive 
vice-president Highland Park State 
Bank; John N. Stalker, executive vice- 
president Union Trust Company; Frank 
G. Smith, president Guaranty Trust 
Company; Luther D. Thomas, president 
Fidelity Trust Company; James Vernor, 
Jr., president Central Trust Company; 
Harvey B. Wallace, president Metro- 
politan Trust Company. 





Association of Bank Women Holds 
Annual Meeting 


RUST services for women, school 
savings, and loans and mortgages 
were the subjects discussed before 

the annual convention of the Associa- 
tion of Bank Women, which was held 
in San Francisco in conjunction with 
the annual meeting of the American 
Bankers Association last month. While 
the two organizations are not connected, 
the convention of bank women execu- 
tives is held annually when and where 


> 


Mina M. BRUERE 


Assistant secretary Central Hanover 
Bank and Trust Company, New 
York, who was re-elected president 
of the Association of Bank Women. 


that of the American Bankers Associa’ 
tion gathers, so that the bank women 
may attend some of the sessions of the 
A. B. A. meeting. 

The services a trust company can 
render to women were named and de- 
scribed by Louella H. Ensworth, man- 
ager women’s department of the North- 
ern Trust Company of Chicago, before 
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the gathering. The workings of the 
life insurance trust were also explained. 

Kittie Council, manager savings de- 
partment Interstate Trust & Banking 
Company, New Orleans, advised sep: 
arating mortgage loans from the com: 
mercial loans of a bank, and outlined a 
plan for balancing the former. Many 
banks, she said, have sold these mort- 
gage loans to the public, not individu 
ally, but by the organization of a sub- 
sidiary company, which purchases them 
from the bank, places them in trust, 
and issues participation certificates of 
various denominations and maturities, 
to be sold to the public. 

Beth MacDonald Johnson, supervisor 
of school savings, American Trust Com- 
pany of San Francisco, gave a brief 
resume of the beginnings of school sav 
ings in California and the conditions 
which now obtain in school savings in 
that state. 

“A recent report on school savings 
banking,” said Mrs. Johnson, “shows 
that 80 per cent. of the total enrollment 
in the twenty-five communities (those 
covered by Mrs. Johnson in her work 
at the American Trust) have school 
accounts and 40 per cent. bank regu: 
larly every week. This percentage evi- 
dences the success of the system and 
that success is due entirely to the co 
operation of the school authorities, 
principals, teachers and parents, who 
believe that the banking period is not a 
waste of time but a means to a real 
educational end.” 

The convention opened on Sunday 
afternoon, September 29, with an in- 
formal tea at the Sir Francis Drake 
Hotel. On Monday morning regional 
conferences were held, followed by re- 
gional luncheons. Mina M. Bruvere, 
president of the association and assist- 
ant secretary of the Central Hanover 
Bank and Trust Company, New York, 
presided at an open meeting Tuesday 
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afternoon at which the addresses men- 
tioned above were given. Mrs. Edward 
Dexter Knight, chairman of the general 
convention committee and _ director 
women’s banking department Bank of 
Italy, San Francisco, gave the address 
of welcome. 

On Tuesday evening the annual din- 
ner was given. Miss Bruere presided 
and Kathleen Norris, writer, and 
Florence P. Kahn, member of congress, 
were guests of honor. Mrs. Kahn spoke 
on “Some Recent Legislation”; Jose- 
phine G. Seaman, vice-president Cali- 
fornia Federation of Women’s Clubs, 
on “Some Needs of the Lay Sister’; 
and Mrs. W. Bonfils of the San Fran- 
cisco Examiner, on “Life and the Busi- 
ness Woman.” 

Lena Duncan Sultzer, manager sav- 
ings department MercantileCCommerce 
Bank and Trust Company of St. Louis, 
presided at a luncheon conference, 
limited to members, which was held 
October 2. The annual address of the 
president was given at the annual meet- 
ing, held Wednesday, at which time re- 
ports of officers and committees were 
made. Officers elected at this meeting 
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were as follows: Miss Bruere, presi- 
dent; Lena D. Sultzer, national vice- 
president; Agnes J. Olsen, secretary 
Noel State Bank of Chicago, treasurer; 
Alice Ward, director service depart- 
ment Seamen’s Bank for Savings, New 
York, recording secretary; Mary E. Stet- 
son, manager women’s department 57th 
street branch Chase National Bank of 
New York, corresponding secretary. 
Regional vice-presidents were chosen 
as follows: New England, Martha L. 
Scally, assistant cashier Old Colony 
Trust Company of Boston; Southern, 
Kittie Council; Atlantic, Lillian Backus, 
director home savings and _ personal 
service department Greater New York 
Savings Bank, Brooklyn; Lake, Emma 
M. Steinke, assistant cashier and man- 
ager women’s department First National 
Bank of Oshkosh, Wis.; Mid-Western, 
Minnie A. Buzbee, manager business 
extension department American South- 
ern Trust Company, Little Rock, Ark.; 
Southwestern, Emma L. Meyer, assist- 
ant cashier Guaranty National Bank, 
Houston, Tex.; Western, Grace S. 
Stoermer, director women’s banking de- 
partment Bank of Italy, Los Angeles. 


First Wisconsin Group Forms Holding 
Company 


pany to take over the stock of a 

group of leading banks in Wiscon- 
sin and Michigan has been planned by 
the First Wisconsin Group of Mil- 
waukee and preliminary action has been 
taken. Fifteen banks have signified 
their intentions of joining the group, 
which is to be headed by the First Wis- 
consin National Bank. It is to be 
known as the Wisconsin Bankshares 
Corporation. 

A preliminary organization with a 
nominal capital will first be formed to 
make application as a Wisconsin cor- 
poration, complying with the Wisconsin 
security laws. The capital will be in- 
creased later when the larger organiza- 


F rasy 10 tate of a holding com- 


tion comes into being. It will be be- 
tween $100,000,000 and $125,000,000 
and resources will probably be in excess 
of $300,000,000. 

In joining the group, First Wisconsin 
National Bank stock will be exchanged 
on a basis of one share of bank stock 
for seven shares of the holding com- 
pany, par value $10, it was announced 
by Walter Kasten, president of the 
First Wisconsin National Bank. 

Present plans call for all the banks in 
the group to pool their stock with the 
First Wisconsin Trust Company, which 
will act as a depositing agency. In ex- 
change the banks will receive stock of 
the Wisconsin Bankshares Corporation. 
The ratio at which the stock of mem- 
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ber banks other than the First Wiscon- 
sin will be exchanged for stock in the 
holding company has been arranged on 
a basis of their earnings and will be an- 
nounced later. 

The details of organization of the 
Wisconsin Bankshares Corporation wii!l 
be perfected by a committee composed 


of Walter Kasten, president of the © 


First Wisconsin; Albert C. Elser, vice- 
president of the First Wisconsin; and 
Louis Schriber, president of the First 
National Bank in Oshkosh. These 


officers will be aided by an advisory 


WALTER KASTEN 


President of the First Wisconsin Na- 

tional Bank, Milwaukee, who is ex- 

pected to head the Wisconsin Bank- 
shares Corporation. 


committee which will include T. R. 
Hefty, president of the First National 
Bank of Madison; Ernest J. Perry, 
president of the First Fond du Lac 
National Bank; and Joseph Uihlein, 
Milwaukee. 

At present the resources of the bank- 
ing group are in excess of $285,000,000 
and it is indicated that the assets will 
reach more than $300,000,000 in a 
short time. 


The board of directors will be rep- 
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resentative of all the banks in the 
group and will include members from 
all parts of the state. 

“Tt is not expected that there will be 
any public offering of the stock,” stated 
Mr. Kasten. “This group is entirely 
co-operative and is not a stock selling 
move in any way. 

“We aim to set up a bank group 
which will be purely Wisconsin and 
northern Michigan in territory and 
large enough to take care of the state 
and neighboring trade territory in 
Michigan. 

“Tt is just a case of Wisconsin for 
Wisconsin. Events seemed to indicate 
that the organization of a chain group 
in Wisconsin was bound to come, and 
naturally Wisconsin bankers preferred 
to have the control of that group re- 
main in Wisconsin. This is not a 
First Wisconsin project; it is a Wis 
consin affair. It is not the intention to 
centralize control of the various mem- 
ber banks to a point where they will 
lose their individuality or their identity 
with the interests of their communities. 
The advantages of such a combination 
as this group will be evidenced in the 
added strength it gives to each bank in 
the way of resources and broader serv 
ices than many individual banks can 
offer. Wisconsin is particularly for- 
tunate in having a wide diversification 
of industries and the joining together 
of the banks which serve these different 
lines of industry in various sections of 
the state will make for greater co 
operation in the agricultural and indus- 
trial development of Wisconsin.” 

The First National Bank of Oshkosh 
was the first institution to announce its 
intention of joining the chain. Its re 
sources are $9,500,000, and it has de- 
posits of more than $7,600,000, capital 
of $750,000 and surplus of $450,000. 
Other banks which have signified their 
intention of joining the group are as 
follows: First National Bank, Madison 
(includes Central Wisconsin Trust 
Company and University Avenue Na’ 
tional Bank), with resources of $13, 
000,000; Bank of Wisconsin, Madison 
(includes State Bank), with resources 
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of $11,000,000; Union National Bank, 
Eau Claire, $3,800,000; Commercial 
National Bank, Madison, $6,200,000; 
First National Bank, Menomonie, Wis., 
$3,300,000; First National Bank, Me- 
nominee, Mich., $2,500,000; First Na- 
tional Bank, Bessemer, Mich., $1,400,- 
000; First National Bank, Wisconsin 


DOWN, BUT 


Rapids, Wis., $2,800,000. The group 
as announced has total resources of 
$267,906,052. 

The First Wisconsin Group includes 
the First Wisconsin National Bank, 
thirteen afhliated banks, First Wéiscon- 
sin Trust Company, and the First Wis- 
consin Mortgage Company. 


NOT OUT! 


Copyright, 1929, New York Tribune Inc. 
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What Banks 


and Bankers 


Are Doing 


AMES F. McCLELLAND, until re- 

cently a vice-president of the New 

York Trust Company, has been 

elected a vice-president of the 
Chemical National Company, Inc., and 
of the Chemical Bank & Trust Com- 
pany, New York. 


Horatio N. KeEtsey, well known in the 
insurance field, has been elected presi- 
dent of the newly organized Under- 
writers Trust Company of New York. 


H. A. Kesey 
President of the Underwriters Trust 
Company, New York, which will 


open soon. 


The institution is designed to serve the 
insurance district of the city and is ex- 
pected to open soon in quarters at 111 
John street. 


SipNEY A. MITCHELL, vice-president 
of Bonbright & Co., Inc., has been 
elected to the board of directors of the 
Irving Trust Company of New York. 
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RALPH SHERLOCK KENT, president of 
the Ward Baking Company, has been 
elected a director of the Interstate 
Trust Company of New York. 


RALPH C. Homes, president and di- 
rector of the Texas Corporation, has 
been elected a director of the Chase 
National Bank of New York. William 
F. Wilson, Robert M. Dunwoody and 
Esmond B. Gardner have been ap- 
pointed assistant trust officers. 


ROLLIN P. GRANT, vice-chairman of the 
Irving Trust Company of New York 
and head of that company’s out-of- 
town office, has retired from active 
banking after a career of more than 
forty years. A_ testimonial dinner 
given by his business associates at the 
Union League Club marked his retire- 
ment. 

Mr. Grant joined the New York 
National Exchange Bank, one of the 
predecessors of the Irving, in 1898 as 
a teller. In 1901 he became cashier of 
that institution and in 1907, when the 
National Exchange and the Irving Na- 
tional Bank were merged, he was made 
a vice-president. He became president 
of the Irving National Bank in 1912 
and was made vice-chairman in 1919. 
He will remain a member of the ad- 
visory board of the Irving. 


F. J. Horne, vice-president of the New 
York Trust Company, died suddenly 
recently while in San Francisco on a 


business trip. He had been with the 
company for thirty-seven years. He 
became a vice-president in 1909. 


WILLIAM A. Paine, founder and senior 
member of the investment banking 
house of Paine, Webber & Co., died 
recently at his summer home at Beach 
Bluffs, Mass. He was also a director 
in a number of institutions, including 
the National Shawmut Bank of Boston. 
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Joun R. Lonomirg, president of the 
Mississippi Valley Company, securities 
division of the Mississippi Valley Mer- 
chants State Trust Company of St. 
Louis, has resigned to become a general 
partner in the investment and brokerage 
firm of I. M. Simon & Co., of St. 
Louis. Mr. Longmire was vice-president 
and bond officer of the Mississippi 
Valley Trust Company for ten years 
prior to the formation, early this year, 
of the securities company. He was 
elected president of the investment 
company on its organization and re- 
tained that position after the merger of 
the Mississippi Valley Trust Company, 
the Merchants Laclede National Bank 
and the State National Bank. 


CuHartes E. TILLMAN has been ap- 
pointed representative of the Equitable 
Trust Company of New York in the 


CuHar_Les E. TILLMAN 


Representative at Atlanta, Ga., for 
the Equitable Trust Company of 
New York. 


Atlanta territory to succeed Wallace 
M. Montgomery. Mr. Tillman is a 
native of Georgia and has had twelve 
years’ financial experience in the finan- 
cial institutions of the state. For the 


last four years he has been assistant 
cashier of the Citizens and Southern 
National Bank and Trust Company, 
one of the largest banks in the Atlanta 
district. 


L. J. CAMERON, senior vice-president 
and first employe of the Central Na- 
tional Bank of Cleveland, has resigned 
his position and retired from active 


L. J. CAMERON 


Who has resigned as senior vice- 
president of the Central National 
Bank of Cleveland. 


banking. He was the first employe of 
the institution when it opened May 26, 
1890, and since that time has advanced 
through the various positions of the 
bank to that of ranking vice-president, 
which he became in 1914. 


W. D. Vincent, president of the Old 
National Bank and Union Trust Com- 
pany, Spokane, Wash., began attend- 
ing the A. B. A. conventions forty 
years ago, at Kansas City. He recalls 
that the headquarters’ hotel for the Kan- 
sas City convention of the American 
Bankers Association was the Midland. 
The other hotel at that time was the 
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Coates House. The convention was 
held in the “Priest of Pallas Hall.” 

Mr. St. John of the Mercantile Na- 
tional Bank of New York made a 
strong speech advocating more coinage 
of silver by the Government. This 
speech was the forerunner of increased 
purchase and coinage of a certain 
amount of silver each month. 

Lyman J. Gage, John J. Knox and 
Logan H. Roots were the outstanding 
men of the convention, and those were 
the days of convention banquets. There 
was an attendance of about a thousand. 
The United States regimental band 
from Fort Leavenworth furnished the 
music. The waiters were drilled and 


W. D. VINCENT 


President of the Old National Bank 
and Union Trust Company, Spokane, 
Wash. 


every change was made according to a 
bell. There were six kinds of wine 
served, together with a Roman punch 
strong enough to be included in the 
wine list. 


MERLE E. RoseErRTSON, formerly assist- 
ant vice-president of the Citizens Na- 
tional Bank and Trust Company of 
Englewood, N. J., has become associated 
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with the National Shawmut Bank of 
Boston as credit manager. Mr. Robert- 
son began his banking career with the 
Franklin Trust Company and remained 
with that institution through its merger 
with the Bank of America, New York. 


MERLE E. ROBERTSON 


Newly appointed credit manager of 
the National Shawmut Bank of 
Boston. 


He left the Bank of America in 1920 to 
join the credit department of the 
Chemical National Bank and in 1924 
was made assistant credit manager and 
a few months later credit manager. He 
left the Chemical to become assistant 
vice-president of the Englewood bank in 
1926. Mr. Robertson is editor of the 
credit problems department of THE 
BANKERS MAGAZINE. 


CHICAGO MERGER VOTED 


Directors of the Northwestern Trust 
and Savings Bank and the Home Bank 
and Trust Company, Chicago, have 
voted to merge the two institutions un- 
der the name of the Northwestern 
Home Trust and Savings Bank. The 
security affiliates of the two banks will 
also be merged. 
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CINCINNATI BANKS TO MERGE 


Tue Brighton Bank and Trust Com- 
pany and the Pearl-Market Bank and 
Trust Company of Cincinnati, Ohio, 
are to be acquired by the Banco Ken- 
tucky and it is expected that they will 
be merged into a bank to be known as 
the Brighton-Pearl-Market Bank and 
Trust Company, operated by interests 
in Louisville, Ky., headed by James B. 
Brown. G. M. Mosler president 
Brighton Bank, will be president of the 
combined Cincinnati banks, which will 
have resources of about $30,000,000. 


© BLANK-STOLLER 


Jackson E. REYNOLDS 


Who has been elected president of 
the New York Clearing House Asso- 
ciation. Mr. Reynolds is president 
of the First National Bank of New 
York and one of the two American 
representatives helping to form the 
World Bank for International Settle- 
ments. 


UNION BANK OPENS IN NEW 
YORK 


THE Union Bank of Bronx County, 
New York, has opened for business at 
878 Prospect avenue, the Bronx, with 
James A. Kenny as president. 
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PACIFIC TRUST BUYS BROAD- 
WAY BUILDING 


THE Pacific Trust Company, New 


York, has bought the six-story building 
at 51 Broadway, extending through to 
27 Trinity Place. 


HERBERT P. HOWELL 


President of the Commercial National 

Bank and Trust Company, New York, 

the October 4 statement of which 

shows a continuance of the rapid 

growth which that institution has 

shown since its organization early this 
year. 


GUARDIAN DETROIT UNION 
INVESTMENT TRUST 


AN investment trust with $36,000,000 
capital, to be known as the Great Lakes 
Corporation, is being organized by the 
Guardian Detroit Union Group, which 
was formed by the consolidation of the 
Guardian Detroit Group, Inc., and the 
Union Commerce Corporation. The 
new company’s powers will include un- 
derwriting and trading in stocks, with 
its range limited only by the discretion 
of the directors. 

Stockholders of the group will be 
given the right to subscribe to 1,400, 
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000 shares at $25 a share. Directors 
will include Ralph E. Badger, vice- 
president Union Trust Company; Clar- 
ence R. Bitting of Fisher & Co.; Frank 
W. Blair, president Union Trust Com- 
pany; Harry S. Covington,  vice- 
president National Bank of Commerce; 
John C. Grieg, Jr., president Guardian 
Detroit Company; Carlton M. Higbie, 
chairman of the board of Keane, Hig- 
bie & Co.; Robert O. Lord, president 
Guardian Detroit Bank; and Henry H. 
Sanger, president National Bank of 
Commerce. 


SAN FRANCISCO TO HAVE 
WATERFRONT BANK 


A WATERFRONT bank, catering exclu- 
sively to the needs of shipping inter- 
ests and sailors, is to be opened in San 
Francisco, according to announcement 
by James A. Bacigalupi, president of 
the Bank of Italy. The new bank will 
be known as the harbor branch of the 
Bank of Italy and J. E. Baugh, present 
manager of the marine department of 
the Bank of Italy, will be in charge. 


WEST COAST BANCORPORA- 
TION OWNS NINE BANKS 


THE West Coast Bancorporation of 
Portland, Ore., which was organized 
May 8, 1928, is now the principal 
owner of nine banks the total resources 
of which were $23,138,041 on June 29 
of this year. It has outstanding 190,- 
633 shares of stock out of a total au- 
thorized issue of 501,000 shares. Divi- 
dends of 25 cents a share have been 
paid on January 25, April 25 and 
862 


New York City 


July 25 of this year. The corporation 
has a net capitalization of more than 
$5,030,000. 

Edgar H. Sensenich is president of 
the company; John N. Edlefsen, vice- 
president and treasurer; Andrew Mil- 
ler, secretary; and George W. Sensen- 
ich, assistant secretary. 


INDIANA BANKERS ELECT 
OFFICERS 


ELMER W. Stout, president Fletcher 
American National Bank of Indian- 
apolis, was elected president of the In- 
diana Bankers Association at the an- 
nual meeting, held recently in Evans- 
ville. Frank B. Bernard was elected 
vice-president; M. J. Kreisle, treasurer; 
and Forba McDaniel, secretary. 


SEATTLE BANKS MERGE 


STOCKHOLDERS of the First National 
Bank, Seattle National Bank and the 
Dexter Horton National Bank, Seattle, 
have ratified the consolidation of the 
three into the First Seattle Dexter Hor- 
ton National Bank. The new bank 
will have capital, surplus and undivided 
profits of $10,000,000. Executive ofh- 
cers will be: W. H. Parsons, chairman 
of the board; J. D. Hoge and J. A. 
Swalwell, vice-chairmen of the board; 
M. A. Arnold, president; J. W. Span- 
gler, chairman of the executive com: 
mittee; and H. C. MacDonald, cashier. 


TOLEDO MERGER 


Tue Security Savings Bank & Trust 
Company, Toledo, Ohio, has bought the 
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ALBERT E. ECKERSON Auditor 
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Bankers Trust Company of that city, 
giving the former four new branches 
and increasing its deposits to approxi- 
mately $20,000,000. The Security now 
has eleven branches. 


CENTRAL HANOVER TO BUILD 
ON GREENWICH STREET 


Tue Central Hanover Bank and Trust 
Company, New York, through the 
Centrun Corporation, has bought the 
property on the southeast corner of Jay 
and Greenwich streets and plans to 
erect a modern banking office there. 


PHILADELPHIA MERGER 


THE Lancaster Avenue Title & Trust 
Co. is to be merged with the Aldine 
Trust Company of Philadelphia, giving 
the latter institution resources of more 
than $9,000,000. 


NATIONAL TRUST CONFERENCE 
FOR NEW YORK 


THE eleventh annual mid-winter trust 
conference, under the auspices of the 
Trust Company Division, American 
Bankers Association, will be held in 
New York City, February 18, 19 and 
20 at the Hotel Commodore. The con- 
ference is national in scope, more than 
four hundred trust companies and 
banks from 33 states being represented 
at the meeting last year. 

John C. Mechem, vice-president First 
Union Trust and Savings Bank of Chi- 
cago, president of the division, has an- 
nounced that the conference will dicsuss 
the most approved methods of settling 
estates and administering trusts and will 
deal with current problems of fiduciary 


service. Invitations will be sent out to 
more than four thousand trust com- 
panies and banks doing a ‘rust business. 

The nineteenth annual banquet of the 
trust companies of the United States. 
will be held the evening of February 
20 at the Hotel Commodore in conjunc- 
tion with the conference. Arthur W. 
Loasby, chairman of the board Equitable 
Trust Company, New York City, will 
serve as chairman of the banquet com- 
mittee. 


FIVE DETROIT BANKS TO 
COMBINE 


Five large Detroit banks are planning 
to merge to form an institution with 
total resources of more than $725,000,- 
000. The banks are the Peoples Wayne 
County, First National, Detroit and Se- 
curity Trust Company, Bank of Michi- 
gan and Peninsula State. 

The stock of the banks will be ex- 
changed for stock in a holding company 
of which Julius H. Haass, president of 
the Peoples Wayne County, will be 
president. Other executives and the 
name of the new company will be se- 
lected later. 

The exchange of stock will be made 
on the following basis: Peoples Wayne 
County Bank, one and one-half shares 
of the holding company stock of $20 
par for each share of the bank’s pres- 
ent $20 par stock; First National Bank, 
4.466 shares of holding company stock 
for each share of the bank’s present 
$100 par stock; Detroit and Security 
Trust Company, ten shares of holding 
company stock for each present share 
of $100 par; Bank of Michigan, three 
shares of holding company stock for 
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each four shares of the bank’s $20 par 
stock; Peninsula State Bank, four and 
one-fifth shares of the holding company 
stock for each five shares of the bank’s 
stock of $20 par. 

Upon its consolidation, the bank will 
be the largest, it is announced, between 
New York and Chicago. 


PHILADELPHIA MERGER 


SPECIAL meetings of the stockholders 
will be held November 29 to ratify a 
proposed merger between the Colonial] 
Trust Company and the Belmont Trust 
Company of Philadelphia. Eight- 
fifteenths of a share of Colonial stock 
and $15 in cash will be exchanged for 
each share of Belmont stock under the 
plan of merger. 

The combined resources of the merg- 
ing institutions is approximately $54,- 
000,000 and the combined capital, sur- 
plus and undivided profits more than 
$12,000,000. 

William Fulton Kertz, president Co- 
lonial Trust Company, will be president 
of the enlarged institution, which will 
have eight offices. 


NORTHWEST BANCORPORA- 
TION ADDS NEW BANKS 


THE Northwest Bancorporation of 
Minneapolis has announced the affiia- 
tion of the Midland National Bank and 
Trust Company, the Metropolitan Na- 
tional Bank and the Union Investment 
Company, all of Minneapolis. 

As of the last- report, the Midland 
had $1,000,000 capital and surplus, de- 
posits of $20,306,388 and resources of 
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$24,580,196. There will be no change 
in name, location or personnel of the 
bank. 

The Metropolitan National has de- 
posits of $11,050,000 and resources of 
$13,151,491. It also will continue to 
operate without change, and there will 
be no change in the management of the 
Union Investment Company, which is 
a holding company, or the thirty-one 
banks which it controls. It has assets 
of more than $16,000,000. 

The Northwest Bancorporation was 
organized in January, 1929, with $75, 
000,000 capital. Stockholders met last 
month to ratify an increase to $300, 
000,000 to take care of present needs 
and provide for the future. 

E. W. Decker is president of the 
corporation and J. C. Thomson vice- 
president and general manager. 


SHAWMUT INVESTMENT TRUST 
REPORTS INCREASE 


ON an increase in market value of $1, 
299,155 on securities owned during the 
six months ended August 31, the Shaw 
mut Bank Investment Trust, Boston, re- 
ports an increase in liquidating value 
per share of $15.86, bringing the net 
asset figure for the stock to $46.31 as 
of August 31. This compares with 
$30.45 on February 28, 1929, and 
$14.93 as of August 31, 1928. The 
increase in liquidating value per share 
over the same date a year ago is $31.38, 
or more than 219 per cent. Of this 
increased value, slightly over 50 per 
cent. was added during the last six 
months. 

The Shawmut Bank Investment Trust 
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was organized early in 1927 with an 
original capital of $6,000,000. There 
were issued $5,000,000 of senior de- 
bentures, equally divided between 414 
due 1942 and 5 due 1952, and $1,- 
000,000 of junior 6 per cent. notes. 
The 75,000 shares of common. stock 
were distributed as a bonus with the 
debentures. This capitalization exists at 
present. 

The market value of securities held 
as of August 31, was $9,583,258. This 
figure includes $2,215,294 of cash and 
call money for 23.12 per cent. of the 
total and American common stock to a 
market worth of $4,476,822, or 46.72 
per cent. of the whole. 


OKLAHOMA CITY BANKS TO 
MERGE 


Mercer of the American-First National 
Bank and the Security National Bank, 
of Oklahoma City, has been announced. 
The new bank will have assets of more 
than $70,000,000 and will be called the 
First National Bank and Trust Com- 
pany. The physical merger will take 
place after a twenty-five or thirty story 
building is erected to house the in- 
stitution, it was said. Meanwhile the 
two banks will operate under their old 
names and in their present locations. 


SECOND NATIONAL, BOSTON, 
LEASES NEW BUILDING 


THE Second National Bank of Boston 
has leased for a long term of years the 
ground floor and basement in the 
twenty-one story building being erected 
at 75 Federal street, Boston. The 


Thomas M. James Company, architects 
of the building, are also specialists in 
bank work and are representing the 
Second National as architects in laying 
out the new banking quarters. 

The Second National Bank was 
founded as the Granite Bank in 1832 
and in 1864‘ was -incorporated as the 
Second National Bank. James H. Beal 
was president of the bank from 1858 to 
1888, when his son, Thomas Prince 
Beal, assumed the presidency, which he 
filled until 1923. In that year his son, 


Thomas Prince Beal, Jr., the present 
incumbent, became president of the 
Second National. 


OLD NATIONAL CORPORATION 
FORMED IN SPOKANE 


THE Old National Corporation has 
been organized in the Northwest to 
acquire ownership of the Old National 
Bank and Union Trust Company of 
Spokane, Wash., the First National 
Trust and Savings Bank of Spokane and 
a substantial group of other well known 
banks in the inter-mountain region and 
the Pacific Northwest. The corporation 
will be capitalized at $10,000,000. 
Options for the purchase of several of 
the institutions have already been ob- 
tained and ownership of the banks is 
to be acquired through an exchange of 
Old National Corporation stock for the 
stock of the individual banks. 

One million dollars’ worth of addi- 
tional stock will be offered to the pres- 
ent stockholders, who will relinquish a 
portion of their present rights, to be 
offered to the banks’ customers and 
other friends. 
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Opposite Penn. R. R. Station 


New York’s new hotel truly ex- 
pressive of the greatest city. 
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with Servidor, bath, circulat- 
ing ice water and radio 
provisions. 

ROOMS from $3.00 
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EQUITABLE TRUST HAS NEW 
OFFICERS 


THE Equitable Trust Company of New 
York has announced the following ap- 
pointments on its official staff: As- 
sistant treasurers, Ransom H. Skeen 
and William C. Henchy; assistant sec- 
retaries, Andrew B. Croll, Wiiliam R. 
Bottenus, George H. Hodenpyl, Jr., 
and William R. Biggs. Harold French 
has been appointed manager and Ed- 
ward §. Gordon assistant manager of 
the new Fordham office of the company, 
and James A. Hickey has been ap- 
pointed assistant manager of the 29th 
street office. 


FOREMAN CORPORATION HAS 
FOREIGN MANAGER 


THE Foreman National Corporation, in- 
vestment afhliate of the Foreman Na- 
tional Bank of Chicago, has announced 
the appointment of William E. Dunn 


as manager of the foreign department. 
He has had wide experience in Cen- 
tral and South America with the United 
States Department of Commerce, and 
as the first director general of internal 
revenue of Haiti. He has written a 
number of books and articles on Latin 
American subjects. He goes to the Fore- 
man National from Redmond & Com- 
pany, investment bankers of New York, 
for whom he was in charge of foreign 
business. 


INVESTMENT TRUST OFFERS 
NEW STOCK 


AN offering of 400,000 shares of the 
convertible preference stock of the 
Commercial Investment Trust Corpora- 
tion has been made, the stock being 
offered for $100 a share and accrued 
cash dividends. 


TO MARKET SHARES OF ADVER- 
TISING AGENCY 


A PorTION of the capital stock of Ru 
dolph Guenther-Russell Law, Inc., one 
of the oldest advertising agencies in the 
financial field, is to be distributed to 
investors, an issue of 55,000 shares of 
common stock having been offered. 

The proceeds from the sale of 17,000 
shares of common stock purchased by 
the bankers from the company will be 
used in the retirement of mortgages 
against the office building in New York 
to increase working capital and for 
other corporate purposes. The balance 
of the shares included in this financing 
does not represent new financing by the 
company. 

The board of directors will continue 
to be composed only of members of the 
company’s executive staff. There will 
be no change in the executive manage- 
ment, and a majority of the common 
stock to be outstanding is being re’ 
tained by twenty employes. 

Rudolph Guenther-Russell Law, Inc., 
maintains offices in New York, Boston, 
Chicago, Philadelphia and San Fran- 
cisco, and has on its books more than 
1200 active accounts. It owns a five 
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story office building at 131-133 Cedar 
street, New York, containing its ex- 
ecutive offices, and maintains a com- 
pletely equipped composing room at 
110 Greenwich street. 

The founders of the corporation, 
Rudolph Guenther and Russell Law, 
will continue their association with the 
business. 


A. J. MOUNT TO HEAD BANK 
OF ITALY 


Unper the plan of rotation of execu- 
tives each five years, established by A. 
P. Giannini in 1924, James A. Baciga- 


iz] 


James A. BACIGALUPI 


Who has resigned as president of the 

Bank of Italy, San Francisco, in ac- 

cordance with the five-year rotation 
plan of that institution. 


lupi resigned as president of the Bank 
of Italy, San Francisco, last month and 
recommended as his successor A. J. 
Mount, vice-president of the institution. 

At the same time it was announced 
that A. Pedrini, who has been asso- 
ciated with the bank since its inception 
in 1904, and who was its first cashier, 
is to become president of the National 
Bankitaly Company and of Bankitaly 


The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


Company of America, while L. M. 
Giannini will become chairman of the 
board of both organizations. 

Mr. Bacigalupi is to become a mem- 
ber of the bank’s advisory committee 
with L. M. Giannini and P. C. Hale. 
He will continue to serve on the board 
of directors and the general executive 


A. J. Mount 


Who succeeds James A. Bacigalupi as 
president of the Bank of Italy, San 
Francisco. 


committee and, in his new office, will 
share with the other members of the 
advisory committee, the responsibility 
for shaping major policies and counsel- 
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ing with the directing heads of the 
bank. 


FRANKLIN TRUST COMPANY 
TWENTY-FIVE YEARS OLD 


THE Franklin Trust Company of Phila- 
delphia recently celebrated the twenty- 
fifth anniversary of the founding of the 


C. Appison Harris, Jr. 


President of the Franklin Trust Com- 
pany, Philadelphia, which recently 
celebrated its twenty-fifth anniversary. 


company. It first opened its doors at 
Columbia avenue and Hutchinson street, 
and its first report, in December of its 


first year, showed resources slightly in 
excess of $300,000. Since that time 
the bank has shown a steady growth 
until today, without consolidation or 
merger, the resources exceed $50,000,- 
000 and deposits are more than $38,- 
000,000. 

C. Addison Harris, Jr., president of 
the bank, was one of its organizers and 
its first secretary. Two of its present 
directors, Milton D. Gehris and P. J. 
Baral, were also among the founders. 

In 1918 the bank moved to 20 South 
15th street. The erection of an eleven- 
story addition to this building was in- 
adequate to keep pace with the bank’s 
rapid growth and accordingly in 1923 
the present building, at 15th and Chest- 
nut streets, was bought and occupied. 
Since that time the progress of the 
Franklin Trust Company has been most 
rapid. Capital and surplus have in- 
creased from $3,000,000 to $10,250,- 
000 and deposits from $18,934,633 to 
$38,430,225. 


EQUITABLE CONSOLIDATES 
BRANCHES 


THE Equitable Trust Company of New 
York, which recently acquired the Sea- 
board National Bank, has consolidated 
the midtown branch of the Seaboard at 
24 East 45th street with the branch of 
the Equitable at Madison avenue and 
45th street. Edward P. Townsend, 
vice-president, will be in charge. 


NEW JERSEY BANKERS HAVE 
TRUST MEETING 


THE New Jersey Bankers Association 
has called a meeting of the Trust Sec 
tion of the association, to be held No- 
vember 14 and 15 at the Robert Treat 
Hotel, Newark. The annual meeting 
of the association has been for a num- 
ber of years devoted to a discussion of 
banking problems, but, with the grow 
ing importance of the trust business, it 
is felt that some attention should be 
given by the association to trust de 
partments. 

The meeting is being planned by a 








committee headed by Leslie G. Mc- 
Douall, associate trust officer Fidelity 
Union Trust Company of Newark. As- 
sociated with him are Earl S. Johnson, 
vice-president and trust officer Savings 
Investment and Trust Company, East 
Orange; H. M. Sypherd, vice-president 
Guarantee Trust Company, Atlantic 
City; George Letterhouse, trust officer 
Commercial Trust Company, Jersey 
City; and H. D. Davis, treasurer and 
trust officer Plainfield Trust Company, 
Plainfield. 

E. C. Stokes, former governor of 
New Jersey, will speak on “Problems 
of the Trust Department as Seen by 
the Bank President,” at a banquet to 
be held November 14. The two-day pro- 
gram is given over to discussion of 
such trust problems as “Obligations of 
a Trust Man” by Judge G. T. Stephen- 
son, vice-president Equitable Trust 
Company of Wilmington and chairman 
of the Trust Section of the American 
Bankers Association, New York City; 
“Value of Trust Conferences” by R. A. 
Lewis, deputy manager of the Amer- 
ican Bankers Association; “Recent Stat- 
utes and Court Decisions of Interest to 
New Jersey Fiduciaries” by Ralph E. 
Lum, president of the New Jersey Bar 
Association; “Facts that Every Trust 
Officer Should Know about Life In- 
surance” by James A. Fulton, vice- 
president Home Life Insurance Com- 
pany, New York City; “Development 
of Trust Business,” L. A. Chambliss, 
assistant vice-president Fidelity Union 
Trust Company, Newark. A discus- 
sion will be led by W. D. Kelly, head 
of the Transfer Inheritance Tax Bu- 
reau of the state of New Jersey, on 
“Co-operating with the New Jersey 
Transfer Inheritance Tax Bureau.” A 
number of other prominent speakers in 
the state are on the program. Only 
topics of practical interest to trust men 
will be discussed. 


DETROIT MERGER APPROVED 
AT special meetings of stockholders of 


both Guardian Detroit Group, Inc. and 
Union Commerce Corporation, Detroit, 
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held October 18, the proposed plan of 
merger of these two institutions was 
unanimously approved. 

There will be affiliated with the 
Guardian Detroit Union Group a large 
number of financial institutions through- 
out the State of Michigan, the best 
known of which are: Guardian Detroit 
Bank, National Bank of Commerce, 
Bank of Detroit, Union Trust Com- 
pany, Guardian Trust Company, Guar- 
dian Detroit Company, Keane, Higbie 
& Company, Highland Park State Bank, 
Highland Park Trust Company; Union 
Industrial Bank, Flint; Union Industrial 
Trust Company, Flint; Grand Rapids 
Savings Bank, Grand Rapids National 
Bank, Grand Rapids Trust Company; 
National Union Bnk & Trust Company, 
Jackson; Peoples National Bank & Trust 
Company, Jackson; First National Bank 
& Trust Company, Kalamazoo; First 
National Bank & Trust Company, Port 
Huron; Federal Commercial & Savings 
Bank, Port Huron; Capital National 
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Bank, Lansing; City National Bank & 


Trust Company, Battle Creek; City Na- 


tional Bank & Trust Company, Niles; 


and Plymouth United Savings Bank, 
Plymouth. 

The capital assets of this new group 
of financial institutions approximate 
$70,000,000, deposits are over $400,- 
000,000 and the aggregate of resources 
exceeds $550,000,000. 


CURB DEPOSITORY NEW BANK 
SERVICE 


A NEw service for banks is made pos- 
sible by means of a curb depository, 
similar to the night depository except 
that it is placed at the curb so that, 
day or night, a motorist may park his 
car at the curb and, without getting 
out of the car, make his bank deposit. 
It can also be used, of course, by 
pedestrians. 

The new depository was_ installed 
first in the Central National Bank of 
Oakland, Calif. It is manufactured 
and installed by the Bank Vault In- 
spection Company, of Philadelphia. 

In the picture shown below, J. J. 
Flynn, assistant cashier of the bank, is 
demonstrating the ease with which a 
deposit may be made. It is as simple, 
says Mr. Flynn, as mailing a letter. 
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The curb depository is housed in 
concrete and steel and contains the Yeo 


The curb depository, which may be 
used day or night. 


original rotary entrance and chute to 
the burglar-proof money chest which 
receives the deposits. 


J. J. Flynn, assistant cashier of the Central National Bank of Oakland, Calif., 
making a deposit in the curb depository. 





Lehman Brothers Occupies New 
Banking Quarters 


need not be confined in austere 

quarters has become wide-spread 
in downtown New York during the 
last few years, and important business 
houses have come to realize that their 
offices can and should convey an air of 
comfort as well as dignity. The firm of 
Lehman Brothers has followed this trend 
in remodeling the building at 1 Wil- 
liam street, New York, with Harry R. 
Allen, designer of the Federal Reserve 
Bank of New York, as the architect. 

The exterior of the building, which 
is in the style of the 18th Century 
French Renaissance, was altered by re- 
moval of a large stone arch with pilas 
ters, steps and cornice, two stories high, 
which formed the entrance to the old 
bank on South William street, and by 
filling this space with windows similar 
to those on William street. An en- 
trance was cut through the curved cor- 
ner of William and South William 
streets into the banking room. The 
opening was framed with Levanto 
marble, sanded down to harmonize with 
the limestone walls of the building. 

The first floor is Early Italian in style, 
with Travertine stone walls, floors and 
cornice, and hand-wrought iron screens 
in natural finish. The ceiling is designed 
with square coffers, on the flat panels of 
which are mural paintings representing 
ancient coins. 

The banking room is separated from 
the elevator hall by a wrought iron and 
glass screen. On each side of the con- 
necting door are check desks in wrought 
iron with tops of Levanto marble. The 
remainder of the first floor, except for 
a customers’ room done in Early En- 
glish 17th Century style, is given over 
to working space. 

Offices for various departments and 
special officers occupy the second floor, 
while the third floor contains conference 


Toe belief that banking institutions 


rooms, the partners’ room, and board 
room. 

The third floor is very colorful. Yel- 
low Kasota marble walls and Traver- 
tine floor with Verde Antique marble 
border and base have been used in the 
elevator lobby. An ante-room opens 
off the lobby through a doorway framed 
by a carved stone lintel which is sup- 
ported by octagonal stone columns with 
carved caps symbolic of Wall street, 
the motifs being bears, bulls and lambs. 

The ante-room is in Early English 
17th Century style, with walls of small 
oak panels. Painted walls and wood- 
work have been used in three of the 
conference rooms, and the fourth has 
a wood wainscot stained natural pine to 
harmonize with the antique furniture. 
The partners’ room is done in dark 
brown English oak with large raised 
panels. The ceiling is of plain plaster, 
from which hang antique silvered light- 
ing fixtures. Over the fireplace is a 
wood carving after Grinling Gibbons, 
and a similar carving is over the main 
entrance doors leading from the ante- 
room. 

The board room is similar in type to 
the partners’ room. The walls are of 
English oak stained brown and made 
up of small panels divided by carved 
wood pilasters and base. At one end 
of the room is a carved limestone fire 
place and hearth, with an overpanel of 
wood. A moulded all-over design has 
been used in the plaster ceiling, from 
which hangs an antique silvered lighting 
fixture. Leaded glass casement windows 
have stained glass shields with symbols 
of . Wall street. 

The fourth floor of the building is 
used by the bank for various depart- 
ments and the eighth for a dining room. 
The dining room is Georgian in style, 
and is painted light green. The low 
wainscot is of paneled wood and wood 
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Entrance rotunda and doorway to main banking room. 





© unverwoon & UNDERWOOD 


Puitip LEHMAN 


Senior partner of Lehman Brothers, and chairman of the 
Lehman Corporation. 


M® Lehman has been a member of the firm of Lehman 

Brothers for more than forty years. He is also a di- 

rector of the Corn Exchange Bank Trust Company of New 

York; of the General American Investors Company, Inc.; 

Lawyers Title & Guaranty Co.; F. W. Woolworth & Co., 

and others. Mr. Lehman is known for his many philanthro- 
pies and his collection of fine paintings. 
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© eianx-stoiier 
ARTHUR LEHMAN 
Partner in Lehman Brothers and president the Lehman 
Corporation. 

R. Lehman has been a member of the firm of Lehman 

Brothers since 1897. He is a director of many compa- 
nies, among which are American International Corporation; 
American Light and Traction Company; Bloomingdale 
Brothers, Inc.; Continental Can Company, Inc.; Fidelity Trust 
Company of New York; General American Investors Com- 
pany, Inc.; and Underwood Elliot Fisher Co. He is a governor 
of the New York Cotton Exchange and the New York Coffee 
Exchange. He is also active on the governing boards of many 
philanthropic, educational and civic organizations. Mr. Leh- 
man was graduated from Harvard in 1894 and in 1924 pre- 
sented to that university Lehman Hall, an administration 

building. 
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Lobby and anteroom on the third floor. 
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Fireplace in partners’ room. 
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A corner of the board room. 
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moulds on the plaster walls above form 
panels with a small cornice. 

The furnishings throughout have been 
selected to harmonize with the design 
of the various rooms. 


ORIGIN AND DEVELOPMENT OF THE 


FIRM 


The firm of Lehman Brothers was 
founded in 1850 in Montgomery, Ala., 
by Emanuel, Mayer and Henry Leh- 
man, and, up to the time of the Civil 
War, dealt principally in cotton. A 
few years after its organization the 
company established in New Orleans 
the firm of Lehman, Stern & Co., Ltd., 
which is still operating in that city un- 
der the same name. 

Shortly after the Civil War the firm 
moved to New York, where it was one 
of the charter members of the Cotton 
Exchange. Its offices were located on 


Pearl street, but with the further de- 
velopment of business larger quarters 
were occupied at 40 Exchange Place. 
For the last thirty-seven years the com- 
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pany has occupied quarters in the old 
Farmers’ Loan & Trust Company build- 
ing, at 16 William street. In June of 
this year the firm moved to its new 
offices at 1 William street, some illus- 
trations of which accompany this article. 

Since its removal to New York the 
firm has developed into one of the 
largest investment banking houses in 
the country and now includes all in- 
dustries within the scope of its activi- 
ties. In the last twenty years it has un- 
derwritten securities for companies hav- 
ing a combined capitalization of $2,000,- 
000,000. In 1928 the net earnings of 
these companies were $243,000,000. In 
the same year Lehman Brothers partici- 
pated in stock and bond offerings total- 
ing $393,939,000. Recently the com- 
pany has created the Lehman Corpora: 
tion, a $500,000,000 investment trust. 

Present members of the firm of Leh: 
man Brothers are Philip, Arthur, Her: 
bert H., Allan S., Harold M. and Rob: 
ert Lehman, John M. Hancock, Monroe 
C. Gutman and Paul M. Mazur 





Final drawing of the architects, Thompson & Churchill, for the forty-story Battery 

Tower, the first unit in a residential project for the downtown financial district of 

New York. The first six stories of the building will be used for offices and the 

upper floors will contain 428 apartments and 255 bachelor rooms. The building 
is designed to cater specifically to the needs of the financial district. 





Investment Bankers Association 
Meets in Quebec 


ORE than 1100 _ investment 
M bankers from throughout ' the 

United States and Canada met 
in Quebec during the week of October 
13 for the annual convention of the 
Investment Bankers Association. As 
usual, the convention meetings were 
concerned chiefly with committee re- 
ports, but this year’s program contained 
a few addresses, also. In addition to 


the annual address of the president, 
which this year was presented by Rollin 
A. Wilbur, of Herrick & Company, 


Ro.tuin A. WILBUR 


Vice-president of the Herrick Com- 

pany, Cleveland, and retiring presi- 

dent of the Investment Bankers 
Association. 


Cleveland, the bankers were welcomed 
to Canada by James A. Eccles, of Har- 
ris, Forbes & Company, Montreal; the 
Hon. Henry George Carroll, lieutenant 
governor of the Province of Quebec; 
and L. A. Taschereau, Premier of the 
Province of Quebec. E. W. Beatty, 
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chairman and president of the Canadian 
Pacific Railroad, also spoke. 


THE PRESIDENTS ADDRESS 


The trend of the investing public to- 
ward common stocks was emphasized by 


TROWBRIDGE CALLAWAY 


A member of Callaway, Fish & Com- 
pany, New York, and new president 
of the Investment Bankers Association. 


Mr. Wilbur in his address. “Investors, 
hitherto chiefly interested in corporate 
obligations,” he said, “have become 
convinced that they could, with sufh- 
cient safety and with much more profit, 
commit their funds to common stocks. 
This naturally has very materially 
changed the method of corporate fr 
nancing and has adversely influenced 
the demand for and the price of -cor- 
porate obligations and the bonds and 
notes of governments and their taxing 
subdivisions. For the eight months 
ending August 31, 1929, such offerings 
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in the United States showed a 28 per 
cent. decrease amounting to more than 
$1,300,000,000 as compared with the 
same period in 1928, and a 38 per cent. 
decrease amounting to more than $2,- 
000,000,000 as compared with the first 
eight months of 1927. A similar eight 
months’ comparison of common stock 
offerings shows an increase of 25 per 
cent. amounting to $2,400,000,000 over 
a year ago and an increase of more 
than $2,900,000,000 over two years ago. 

“In this shift of public demand it 
was inevitable that the business of our 
members should suffer, especially those 
whose activities were largely concerned 
with the originating and distributing of 
senior securities. Many have met the 
situation by rearranging their organiza- 
tions to comply with the public de- 
mand, but even in such cases there was 
a necessary period of readjustment and 
in this interim their business suffered. 
Others have deemed it wise not to 


change to the field of junior securities 


but to await a revival of demand for 
senior securities. Whatever the fu- 
ture development, and prophecies are 
both numerous and infinite in variety, 
there is no gainsaying that the invest- 
ment business has suffered materially 
during the last year. There is no rea- 
son to doubt that henceforth common 
stocks will occupy a much more im- 
portant position in the investment field 
than they did four or five years ago or 
previously when investment was so in’ 
tensely committed to senior securities.” 


PREMIER'S WARNING 


While he did not mention the re- 
cently proposed tariff, which is op- 
posed in Canada, this subject was 
brought up indirectly by Premier 
Taschereau in his address of welcome. 
“A border line of 3000 miles separates 
or, rather, connects the United States 
and Canada,” he said. “It is a thin 
line, not protected by a soldier or a 
gun. ‘We are, therefore, good neigh- 
bors, living on the same continent with 
common interests. Americans are wel- 
come here. We need their capital, 
energy and enterprise. 
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“Let it be well understood that, when 
here, they will receive fair treatment 
and be placed on the same footing as 
our own people, but they must co- 
operate with us, live, if I may say, a 
Canadian life and not injure our basic 
industries by unwise competition.” 


ECONOMIC TRENDS 


Economic trends were discussed by 
Lieutenant Governor Carroll in his ad- 
dress. He said, in part: “The economic 


ALDEN H. LITTLE 


Executive vice-president and secretary 
of the association. 


evolution tends to reduce the number 
of industries and to form large com- 
bines, so that there may be greater or- 
der in production. Industry has aimed 
at an immense production, the quantity 
of which may replace the formidable 
sum of wealth swallowed up by the 
war and answer the growing increase 
of the power of consumption of the 
public. It is evident that the tendency 
is toward concentration of capital and 
the means of production. Varieties of 
types which fritter away the effective 
are abandoned and everything is made 
in a series of limited number. 





886 


“In our country, the industrial effort 
of these last twenty-five years was 
necessary to maintain the equilibrium of 
economic forces, for our people were 
devoting themselves almost exclusively 
to agriculture. However, we have suc 
ceeded in effecting this equilibrium be: 
tween agriculture and industry.” 


CANADA WELCOMES CAPITAL 


That Canada welcomes capital from 
the United States was stated by E. W. 
Beatty, who spoke on the last day of 
the convention. “We cannot very well 
object,” he said, “if you share our 
opinion of this country’s future, and 
as we are ourselves contributing to it 
in a larger measure from year to year 
we may, I think, properly regard our- 
selves as partners in a very sound Ca- 
nadian enterprise. 

“That development does not involve 
any interference from a national or a 
political standpoint, and it is both wise 
and neighborly, even though its motive 
is found more in wisdom than in neigh- 
borliness. 

“The peoples of the United States and 
Canada have a great deal in common, 
and that which they have is never likely 
to infringe upon or destroy the na- 
tional characteristics and independence 
of either country. 

“Canada does now welcome, and al- 
ways has welcomed, capital from out- 
side to help in her development, and in 
addition the country’s power of self- 
development is steadily becoming more 
evident. 

“The increased wealth of the country 
is partly due to the thrift of its own 
people, and this is being turned back 
into the country’s business, and the 
prosperity which we have enjoyed has 
naturally introduced among Canadians 
a more confident spirit and greater 
faith in their country’s future than has 
existed at any time.” 


WILL THE BOND MARKET COME BACK? 


The trend toward stocks and away 
from bonds was the subject of much 
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discussion, both during the sessions and 
among groups of bankers informally, 
throughout the convention. Mr. Wil 
bur mentioned this trend in his ad- 
dress, and it was brought up by various 
committees in their reports. 

The question, “Will the bond market 
come back?” was answered in the af- 
firmative by the sub-committee on trends 
of business in its report presented to the 
convention by Harry H. Bemis, of Cur 
tis & Sanger, Boston. 

“In a word,” said the report, “we 
believe in the continuing prosperity of 
this country. However, the increase in 
prices of our equities seems bound to 
slow down. Perhaps we have already 
overpriced some of them. Common 
stocks would seem destined to be ac- 
cepted and approved as a much more 
important form of investment than be- 
fore the war. In shaping our business 
policies we should recognize this fact. 

“Income remains and will always re- 
main essential to the investor. We feel 
confident, therefore, that fixed rate se- 
curities, particularly bonds, will again 
become popular and will sell to yield 
lower income than at the present time. 
This is not likely to happen as long as 
stock market profits encourage specula- 
tion, nor until interest rates are more 
normal. 

“We recognize that there is no rea- 
son to suppose that the cost of credit 
will be materially less in the. imme- 
diate future. 

“We think it advisable for our mem- 
bers to bear in mind that consolidations 
will make competition, especially in dis 
tribution, keener than heretofore. 

“We also think that the return of 
demand for fixed rate securities is sufh- 
ciently certain to justify our members 
in keeping their selling organizations in 
such shape as to enable them to handle 
this business when it comes.” 


INDUSTRIAL SECURITIES REPORT 


The preference of the public for 
common stocks as an investment was 
also emphasized in the report of the in- 
dustrial securities committee, presented 
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by Waddill Catchings, chairman. “There 
has been,” he said, “during the last 
year, an unusual amount of discussion 
regarding speculation and investment in 
common stocks, and there is no question 
that the public’s interest in common 
stocks is, to a great extent, a specula- 
tive interest. In all frankness, I think 
we as investment bankers must concede 
that we are, to a considerable extent, 
responsible for that situation, with re- 
gard to the public. We have all been 
highly reluctant in the past to take posi- 
tions or express views with regard to 
common stocks as investments. The 
public, in its desire to invest in com- 
mon stocks, has had relatively small as- 
sistance from the investment banker in 
learning the values of common stocks, 
present and prospective. The public 


has, in fact, on existing common stocks, 
had to rely very largely upon the ma- 
chinery of the stock exchange, which is, 
of course, to a very considerable ex- 
tent, speculative, for its knowledge and 
information with regard to common 


stocks, 

“I express the very strong conviction 
that if we are to proceed further away 
from speculative interest in common 
stock and develop a_ greater and 
sounder investment interest in common 
stocks on the part of the public, it will 
be largely due to the efforts of the 
members of this association, who will 
look upon common stocks as business 
investments for proper people and in 
proper amounts and with proper selec- 
tion of the companies, and will not take 
quite so detached an attitude toward 
common stocks as has been taken in the 
past. In fact, I know of no other way 
in which the public can get the right 
attitude toward common stocks as in- 
vestments unless the members of this 
association themselves first have the at- 
titude and then take it with regard to 
their customers.” 


TREND TOWARD CONSOLIDATIONS 
Mr. Bemis’ report also called atten- 


tion to the present trend toward con- 
solidations in industry, a subject that 
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was second in importance only to that 
of the investment trends in the con- 
vention gatherings. 

“Consolidation,” said the report, “in 
itself has nowhere guaranteed success 
nor obviated hard work and good judg- 
ment on the part of the management. 
It is more and more clear that the es- 
sential requirement for industrial and 
business success today is not size, but 
flexibility of adjustment to changing 
market conditions. Personality counts 
for more in the investment business 
than in any other. It is our opinion 
that the large units will not be able to 
dominate the field to the exclusion of 
the smaller houses. Smaller distributing 
units should study the methods of their 
larger competitors, with the idea of 
adopting such as are suited to their 
needs. Concerns, especially those with 
moderate capital, would in many cases 
be better off in a judicious combina- 
tion. Your committee believes this sub- 
ject merits careful thought.” 


FOREIGN SECURITIES 


Among the most important and in- 
teresting of the twenty-two committee 
and four sub-committee reports was that 
of the foreign securities committee, 
which was presented by Harry M. Ad- 
dinsell, of Harris, Forbes & Company, 
New York. In regard to foreign fir 
nancing, the report said: 

“The trend in the field of foreign 
financing in the United States during 
the five months following our meeting 
at White Sulphur Springs has remained 
materially the same, in that the second 
quarter of 1929 witnessed a further de- 
cline in the public offering of foreign 
securities and also in that new low price 
levels for foreign dollar bonds were re- 
corded. Statistics now available for the 
first half of 1929 show that foreign se- 
curity flotations in this country have 
dropped more than 50 per cent. as com- 
pared with the first six months of 1928. 
Over 65 per cent. of these foreign loans 
went to Canada, about 20 per cent. to 
Europe, 10 per cent. to Latin America 
and 2 per cent. to the Far East. Only 
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about 20 per cent. of this year’s foreign 
financing consisted of government, state 
and municipal loans, while 80 per cent. 
went to corporations. It should be 
noted, however, that a large amount 
(estimated at over $2,000,000,000) of 
short and medium term credits to for- 
eign governments and corporations (the 
most important of which was a $50,- 
000,000 credit to the German govern- 
ment) has not been included in 
the aforementioned compilation. These 
short term loans undoubtedly relieved 
somewhat the credit stringency existing 
particularly in those countries which 
during the past years had no difficulty 
in satisfying their capital requirements 
through the sale of bonds in the Amer- 
ican market. 

“While continued tight money in the 
United States would make unlikely a 
large increase in long term foreign bond 
financing during the remaining months 
of 1929, there can he no doubt but that 
sooner or later our foreign financing 
will be resumed on a larger scale. The 
enormous amount of short term credits 
now outstanding indicates that foreign 
capital still is an important factor in 
the economic rehabilitation of Contin- 
ental Europe and an equally important 
factor in the further development of 
many Latin American countries.” 


THE INVESTMENT TRUST 


The growth of the investment trust 
and its part in modern finance com- 
prised the chief part of the Investment 
Companies committee report, which was 


given by its chairman, Charles D. 
Dickey, of Brown Brothers & Com- 
pany, Philadelphia. He also mentioned 
the misuse of the term “investment 
trust,” a point which was brought up 
by the committee last year also, and 
urged that the members of the associa- 
tion do their utmost to classify this 
group. 

“If there is an outstanding weakness 
in the investment company situation 
today,” the report read, “and it is only 
fair ta assume that a movement that has 
grown so rapidly is bound to indulge in 
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certain excesses, it would seem to be 
the over-enthusiasm of the investing 
public for this type of security. ; 

“Generally speaking, our conclusions 
are: First, that the majority of the 
larger, well managed true investment 
companies are today soundly set up and 
in the hands of capable, conservative 
managements who fully recognize their 
responsibilities. These companies have 
made great progress during the last 
year and are in a position to withstand 
the turn in the market which is bound 
to come sooner or later; second, that 
holding companies, finance companies, 
trading companies, etc., while each may 
be perfectly good in the hands of proper 
managements, should not be confused 
with the pure, well diversified invest- 
ment company; third, that we see noth- 
ing constructive to be gained in the 
present situation by regulatory action 
aimed at this particular field, believing, 
as we do, that such evils as inflation of 
prices, which probably exist in other 
fields to an equally great extent, will be 
best remedied by natura! economic laws 
and the increased willingness on the 
part of managements to give adequate 
information such as is required by’ the 
New York Stock Exchange. And finally, 
we urge more than ever before that at 
this time investors and dealers alike 
scrutinize each security from the point 
of view of both value and manage- 
ment.” 

The reports of the entire group of 
committees contained the time and ef- 
fort of some 400 men and dealt with 
every form of business and govern- 
mental activity in which finance is in- 
volved, with taxation and legislation as 
they effect securities, and with the 
problems, trends and ethics of the in- 
vestment banking business. They re- 
flected the enormous expansion and be- 
wildering array of changes which the 
business of supplying long-term credit 
has faced within the last few years. 

ELECTION OF OFFICERS 

A single ticket was presented by the 

board of governors and the new officers 
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of the association were elected unani- 
mously, as follows: 

President, Trowbridge Callaway, Cal- 
laway, Fish & Company, New York; 
executive vice-president, Alden H. Little, 
Chicago; vice-presidents, Willis  K. 
Clark, George H. Burr, Conrad & 
Broom, Inc., Portland, Ore.; Henry T. 
Ferriss, First National Company, St. 
Louis; Jerome J. Hanauer, Kuhn, Loeb 
& Company, New York; Sidney R. 
Small, Small & Company, Detroit; Wil- 
liam J. Wardall, Bonbright & Company, 
Chicago; treasurer, Robert A. Gardner, 
Mitchell, Hutchins & Company, Chi- 
cago; secretary, Alden H. Little, Chi- 
cago. 

Governors, A. A. Greenman, First 
St. Paul Company, St. Paul; Albert E. 
Schwabacher, Schwabacher & Com- 
pany, San Fransisco; Ralph Hornblower, 
Hornblower & Weeks, Boston; George 
N. Lindsay, Bancamerica-Blair Corpora- 
tion, New York City; Allan M. Pope, 


First National Corporation of Boston, 
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New York City; Arthur H. Gilbert, 
Spencer Trask & Company, Chicago; 
Edward Hopkinson, Jr., Drexel & Com- 
pany, Philadelphia; Ralph Fordon, 
Backus, Fordon & Company, Detroit; 
George G. Applegate, Pittsburgh; James 
H. Daggett, Marshall & IIsley Bank, 
Milwaukee; George W. Robertson, 
Canal Bank & Trust Company, New 
Orleans; Rogers Caldwell, Caldwell & 
Company, Nashville, Tenn.; Meade H. 
Willis, Wachovia Bank & Trust Com- 
pany, Winston-Salem, N. C. 


THE PRESIDENTS RECEPTION 


An innovation in the convention was 
a reception given by the president after 
the Tuesday session, and immediately 
preceding the president’s luncheon, 
which was unique in that there were no 
speeches. The reception was given so 
that all of the delegates might have the 
opportunity to become acquainted with 
the president «nd other officers of the 
association. 


Group Banking and Branch Banking 


(Continued from page 664) 


ministration; to help make each unit un- 
der their control more useful to its com- 
munity, stronger and better.” 


No doubt, the other two organiza- 
tions mentioned above have the same 
laudable objects in view. 

In each of these cases the holding 
companies, if they may be properly so 
called, are sponsored by large and suc- 
cessful banks. It is fair*to assume that 
they are not open to the objections urged 
against outside holding companies 
formed to exploit the banks of which 
they gain control. The banks affiliated 
with these three corporations will al- 
most surely profit by their connection 
with a strong organization of this char- 
acter. The affiliated banks should be- 
come stronger, safer, more serviceable 
to their respective communities, and 
more profitable. 

Holding companies of the type indi- 
cated, operating in territories with which 


they are familiar through long experi- 
ence, have every opportunity of making 
a good record. 

THE BANKERS MaGAZINE is by no 
means without appreciation of the 
merits of branch banking, but is not yet 
fully convinced that this type of bank- 
ing, on a nation-wide scale, is the one 
best adapted to American requirements. 

Would not the better plan be, for the 
present at least, to permit metropolitan 
branch banking to become further ex- 
tended, and wait and see what group 
banking, under proper auspices, can do 
toward the solution of our banking prob- 
lems. 

The unit bank has been too strong 
a factor in our economic growth and 
prosperity to be lightly surrendered. It 
needs strengthening undoubtedly. That 
it is practicable to do this rather than 
to destroy it altogether should be pos- 
sible. 











York is still the largest bank in the 
United States, according to state- 
ments of October 4 and September 27. 
The National City’s resources as of 
October 4 are given as $1,946,224,561. 
The bank’s capital is $110,000,000, cur- 
plus $110,000,000, undivided profits 
$18,516,930 and deposits $1,422,356,946. 
Statement of the City Bank Farmers 
Trust Company, affliated with the 
National City Bank, gives capital of 
$10,000,000, surplus of a like amount, 
undivided profits of $1,093,858, deposits 
of $63,249,608 and total resources of 
$86,125,973. 


"Tv National City Bank of New 


CHASE NATIONAL 


The Chase National Bank of New 
York reported record resources, as of 
October 4, of $1,539,092,895. The 
statement gives effect to the National 
Park merger which was consummated 
on August 23, and represents an in- 
crease of $422,688,144 over the last 
previous report of June 29. 

Deposits mounted to $1,132,828,983 
and capital now stands at $105,000,000 
with surplus of a like amount. Un- 
divided profits are $31,204,050. 


CENTRAL HANOVER 


The Central Hanover Bank and Trust 
Company of New York, a consolida- 
tion of the Central Union -Trust Com- 
pany and the Hanover National Bank, 
reported as of September 27 total 
resources of $677,970,578. Deposits as 


of the same date were $529,534,093. - 


The bank has capital of $21,000,009, 
surplus of $60,000,000 and undivided 
profits of $19,033,834. 


GUARANTY TRUST COMPANY 


The September 27 statement of the 
Guaranty Trust Company of New 
York reports total resources of $1,- 
890 
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858,656,545, in comparison with $1,- 
556,010,960 as of the June 29 state- 
ment. Deposits are $1,276,032,884. 
Capital funds of the bank are $288,- 
808,992, composed of $90,000,000 cap- 
ital, $1'70,000,000 surplus and $28,808,- 
992 undivided profits. 


CONTINENTAL ILLINOIS 


Statement of the Continental Illinois 
Bank and Trust Company of Chicago, 
as of October 4, shows resources of that 
bank to be well over a billion dollars. 
The exact figure is $1,138,469,136, an 
increase of more than fifty million over 
the previous statement. Deposits have 
increased almost forty million to a total 
of $880,675,474. Capital of the bank 
is $75,000,000, surplus $65,000,000 and 
undivided profits $4,274,684. 


IRVING TRUST COMPANY 


Irving Trust Company of New York, 
in its September 27 statement, reported 
capital of $50,000,000, surplus and un- 
divided profits of $82,749,955, deposits 
of $527,061,849 and total resources of 
$723,197,537. 


MANUFACTURERS TRUST 


An increase of more than six million 
dollars in resources over the July 1 
statement is shown in the September 27 
statement of the Manufacturers Trust 
Company of New York. Resources on 
the later date were $498,944,931. Cap- 
ital of the bank is $27,500,000, surplus 
a similar amount, undivided profits $30,- 
458,300, and deposits $365,109,218. 


EQUITABLE TRUST COMPANY 


In its first statement since its merger 
with the Seaboard National Bank of 
New York, the Equitable Trust Com- 
pany, as of September 27, reports cap- 
ital of $46,500,000, surplus and un- 









divided profits of $45,238,511, deposits 
of $750,252,332 and total resources of 
$932,357,462. 


INTERNATIONAL GERMANIC 


Statement as of September 27 of the 
International Germanic Trust Company, 
New York, shows capital of $3,200,000, 
surplus of $5,000,000, deposits, includ- 
ing $2,217,634 tran:ferred as a result 
of a merger with the Mutual Trust 
Company, of $17,024,264 and total re- 
sources $32,866,587. 


FIRST NATIONAL, BOSTON 


New England’s largest bank, the First 
National Bank of Boston, shows a sub- 
stantial increase in its October 4 state- 
ment over that of June 29. Total 
resources as of the later date were 
$485,997,930, an increase of more than 
seventeen million over the June 29 
figure. Deposits were $353,629,739, an 
increase of twenty-five million. The 
bank’s capital is $27,500,000 and sur- 
plus and profits $31,660,579. 


CHEMICAL BANK AND TRUST 


September 27 statement of the Chem- 
ical Bank and Trust Company, New 
York, shows capital of $15,000,000, sur- 
plus of $15,000,000, undivided profits 
of $6,317,435, deposits of $265,391,- 
999 and total rezources of $333,165,620. 


FIRST NATIONAL, CHICAGO 


An increase of eleven million dollars 
in resources and six millions in deposits 
since June 29 is shown by the October 
4 statement of the First National Bank 
of Chicago. Resources on October 4 
were $466,341,900, deposits were $372,- 
305,032. Capital of the bank is $25,- 
000,000, surplus a like amount and 
other undivided profits $2,699,193. 


NEW YORK TRUST COMPANY 


Statement of condition of the New 
York Trust Company as of September 
27 shows capital of $12,500,000, sur- 
plus of $25,000,000, undivided profits of 
$9,047,666, deposits of $254,702,130 
and total resources of $348,969,088. 
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PHILADELPHIA NATIONAL 


October 4 statement of the Philadel- 
phia Naticnal Bank reports capital of 
$14,000,000, surplus and net profits of 
$39,435,148, deposits of $238,413,632 
and resources of $341,794,529. 


FIRST NATIONAL, DETROIT 


The First National Bank in Detroit 
has, according to its October 4 state- 
ment, capital of $7,500,000, surplus of 
$9,500,000, undivided profits of $3,- 
362,242, depcsits of $150,406,281 and 
total resources of $181,613,134. 


BANK OF NEW YORK AND TRUST 


Deposits of the Bank of New York 
& Tru:t Co., New York, have increased 
more than sixty million dollars since 
June 29, according to figures given in 
the bank’s statement of September 27. 
Deposits are given as $141,075,079, as 
compared with $80,194,140 in June. 
Resources have increased by a similar 
amount and are now given as $177,- 
017,320. The bank has capital of $6,- 
000,000, surplus and undivided profits 
of $14,218,507. 


FIRST NATIONAL, NEW YORK 


First National Bank of New York 
reports as of October 4, capital of $10,- 
000 000, surplus of $90,000,000, un- 
divided profits of $12,357,339 and total 
resources of $464,373,910. This is an 
increase of practically seven million dol- 
lars over the resources as of June 29. 


COMMERCIAL NATIONAL 


The Commercial National Bank and 
Trust Company, New York, continued, 
in the period from July to October, the 
remarkable growth which characterized 
it earlier in the year. The bank was 
established this year and its growth has 
been phenomenal. Its deposits as of 
October 4 are $94,711,589, a growth of 
eighteen million since June 29 and a 
growth of thirty-five million since the 
March statement. Its October resources 
of $129,313,518 are thirty-two million 
greater than those of July and fifty-three 


892 


million greater than they were in March. 
The bank has capital of $7,000,000 and 
surplus and undivided profits of $8,- 
416,717. 

PUBLIC NATIONAL 


Deposits of the Public National Bank 
and Trust Company of New York as 
of October 4 are slightly greater than 
total resources of the instituticn as of 
June 29, the date of the last previous 
statement. Present depozits are $170,- 
783,723, while total resources on June 
29 were $170,361,843. Deposits in 
June were $128,308,377. Capital of 
the bank is $8,250,000, surplus $12,- 
650,000, undivided profits $3,214,166 
and total resources $208,330,461. 


FULTON TRUST COMPANY 


Fulton Trust Company of New York 
in its statement of September 27 re- 
ported capital of $2,000,000, surplus of 
$2,000,000, undivided profits of $1,- 
491,819, deposits of $15,211,994 and 
resources of $20,794,682. 


MIDLAND BANK, CLEVELAND 


Statement of the -Midland Bank, 
Cleveland, as of September 12, shows 
capital of $4,000,000, surplus of §$2,- 
000,000, undivided profits of $50,295, 
deposits of $40,663,135 and resources 
of $48,377,112. 
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STATE BANK OF CHICAGO 


An increase of two million dollars in 
deposits and of seven million in 
resources since June 29 is shown by the 
State Bank of Chicago in its statement 
of October 4. The bank’s October state- 
ment shows resources of $87,005,010 
and $65,601,016 deposits. Its capital is 
$5,000,000, earned surplus $5,000,000 
and undivided profits $4,191,258. 


BANK OF SICILY TRUST 


The Bank of Sicily Trust Company, 
New York, in its statement of Sep- 
tember 30, reported capital of $1,500,- 
000, surplus of $1,500,000, undivided 
profits of $500,000, deposits of $13,- 
939,608 and total resources of $19,- 
121,683. 

The Banco di Sicilia, Palermo, Italy, 
with which the Bank of Sicily Trust 
Company is affiliated, had capital and 
reserves, as of July 31, 1929, of lire 
416,883,224; deposits of lire 1,324,639,- 
169 and total resources of lire 4,018,- 
116,043. 


BOSTON SAFE DEPOSIT AND TRUST 


The Boston Safe Deposit and Trust 
Company, in its October 4 statement, 
reported capital of $1,000,000, surplus 
of $4,000,000, deposits of $19,607,636 
and total resources of $25,385,396. 


Officials from out-of-town banks and trust companies and several hundred New 

York life insurance underwriters at the Trust Development Conference held last 

month at the Hotel Astor, New York, under the auspices of the Equitable Trust 
Company of New York. 








71-Story 


SEVENTY-ONE story building, to 
Az 925 feet above the street, 
will be erected by the City Bank 
Farmers Trust Company, trust affiliate 
of the National City Bank of New 
York, on the block bounded by Wil- 
liam, Beaver and Hanover streets and 
Exchange place, New York. At the 
time plans for the structure were filed, 
the building was to be the tallest in 
the world, but the structure to be 
erected on the site of the Waldorf 
Hotel and the office building planned 
for the City Hall district, both in New 
York, will top the new banking struc- 
ture if their present plans are carried 
out. 

The building will have four extra 
working floors below the street level, 
reaching a depth of 65 feet. The new 
structure, which will rest on a coffer- 
dam foundation, will provide 600,000 
square feet of office space, practically 
all of which will be occupied by the 
National City organization. 

The site of the new building has 
been in the possession of the Farmers’ 
Loan and Trust Company, merged last 
summer with the National City Bank 
of New York, for half a century. 
Demolition of the old bank building 
and three other structures located on 
the block already has been completed 
and the work of erecting the founda- 
tion is expected to be finished by Feb- 
ruary 1, next. With the first steel due 
to be set at that time, present plans 
call for opening the building for occu- 
pancy by January 1, 1931. 

The operating quarters of the City 
Bank Farmers Trust Company on the 
first floor of the new building will 
represent the very latest in design and 
equipment and will constitute the most 
up-to-date facilities in. the world for 
carrying on trust business. 

Provision is made for entrance into 
the building on three sides. The main 





City Bank Farmers Trust Plans 


Building 


bank entrance will be at the corner of 
William street and Exchange place. 
Entrance to the bank proper will be 
through a circular marble hall from 
which a monumental stairway will lead 
to the main banking rooms. The lower 
banking room, to be occupied by execu- 
tives of the National City Bank of 
New York, will be of Empire style, 
executed in mahogany and ebony with 
the latest type of bank screens. The 
main banking room, headquarters for 
the City Bank Farmers Trust Company, 
will be treated as a modernistic adapta- 
tion of the Renaissance period, result- 
ing in a monumental room with vaulted 
ceiling done in murals. Direct private 
elevator service will be available from 
the main banking rooms to the upper 
floors of the building and also to the 
vaults in the basement. Connection may 
be had between the banking rooms and 
the general building lobby. The main 
entrance to the new building will be 
midway of the block on Exchange place, 
with a secondary entrance on Beaver 
street. 

The new structure, to be known as 
the City Bank Farmers Trust Company 
Building, will be constructed of lime- 
stone taken from the Rockwood Quar- 
ries of Alabama. It will be of the set- 
back type to conform to the zoning law 
and will have a tower, specially wind- 
braced, rising from the twenty-eighth 
floor to a new high mark on New 
York’s skyline. The tower, which will 
be eighty-one feet square and center 
on the William street side of the build- 
ing, will taper slightly from the fiftieth 
floor, culminating in a specially illumi- 
nated bronze sphere fifteen feet in di- 
ameter supported by four colossal 
bronze eagles. 

Structurally, the building, which will 
be erected by the George A. Fuller 
Company, Inc., from plans drawn by 
Cross & Cross, architects, will be con- 
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servative modern in style and of classic 
proportions. Special arch construction 
will provide unbroken surfaces in the 
ceilings of each office. Special design 
of the exterior of the building will per- 
mit of installation of the latest type of 
heating and ventilating system. 

The building will contain the largest 
individual telephone exchange in the 
world, comprising 1000 trunk lines, 
about one-tenth the number of trunk 
wires in the average telephone company 
exchange. Transportation within the 
building will be handled by thirty 
elevators of the high-speed type, fully 
automatic and with a new leveling de- 
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vice. Eight of the elevators will run to 
the sixty-seventh floor, above which 
level will be four floors devoted to 
utilities. 

Air in the basement and in all bank- 
ing rooms and executive offices will be 
conditioned and tempered by special 
process. The vaults in the building 
will occupy two of the sub-street floors, 
providing 12,000 square feet of space 
to house billions of dollars’ worth of 
securities. 

The water supply for the building 
will be handled on four levels with 
tanks for fire and water storage supply- 
ing specified floors. 


Bank of America to Take Over Murray 
Hill Trust 


for the merger of the Murray 


5s Peige agenesis have been made 
Hill Trust Company of New 


York by the Bank of America National 
Association, of that city, and directors 
of the two institutions have approved 
the plan. The consolidated bank will 
have aggregate assets of approximately 
$500,000,000. The basis of exchange 
of stock upon which the merger is pred- 
icated, it is expected, will be an offering 
of two shares of Bank of America 
stock for each share of Murray Hill 
Trust. 

The Bank of America in its October 
4 statement showed total resources of 
$457,004,717, with deposits of $334,- 
197,654. It has thirty-four branch 
ofices in New York, in addition to a 
main office at 44 Wall street. Murray 


Hill Trust, as of September 27, re- 
ported resources of $15,956,181, with 
deposits totaling $10,566,127. It is lo 
cated at 279 Madison avenue. Ed- 
ward C. Delafield is president of the 
Bank of America and Oliver W. Birck- 
head heads the Murray Hill Trust. 

This is the fourth merger in which 
the Bank of America has figured this 
year. Earlier in the year it absorbed 
the Nassau National and the Traders 
National, of Brooklyn, and later merged 
with the private banking house of Blair 
& Co., Inc. 

Both institutions have affliated securi- 
ties companies, that of the Bank of 
America being known as the Banc- 
america-Blair Corporation and that of 
the Murray Hill Trust, the Murray 
Hill Allied Corporation. 





Manhattan Company to Take Over 
New York Title and Mortgage 


company which owns the stock of 

the Bank of Manhattan Trust 
Company and affiliated institutions, of 
New York, has offered to stockholders 
of the New York Title and Mortgage 
Company of New York an exchange of 
the stock of the latter institution for 
that of the holding company, on the 
basis of seven-twentieths of a share of 
Manhattan Company stock for one 
share of Title and Mortgage. The 
board of directors of the Title and 
Mortgage company has recommended to 
stockholders that they accept the offer. 

In the statement announcing the 
offer the Manhattan Company said: 

“It is particularly pleasing that a 
basis for a combination has been worked 
out with the New York Title and 
Mortgage Company, which has attained 
such a prominent position in the New 
York mortgage field under the guidance 
of its president, Harry A. Kahler. 
There will be no change in manage- 
ment.” 

The New York Title and Mortgage 
Company, with capital funds of $60,- 
000,000, is said to be the largest com- 
pany of its kind in the United States. 


"Te Manhattan Company, holding 


It owns the American Trust Company, 
a bank with resources of more than 
$65,000,000, and controls the County 
Trust Company of White Plains. It 
also owns the National Mortgage Cor- 
poration, which was organized to lend 
in selected cities outside of New York. 
The sales of mortgage securities by the 
New York Title and Mortgage Com- 
pany last year totaled $215,965,012. 

It operates twelve branch offices in 
Greater New York, and the American 
Trust Company operates seven branches. 
Both companies have their main offices 
at 135 Broadway. The Bank of Man- 
hattan Trust Company operates sixty- 
five branches in the greater city. 

The Bank of Manhattan Trust Com: 
pany reported resources of $436,390, ° 
000 on September 27, 1929. 

“The New York Title and Mortgage 
Company will bring to the Manhattan 
Company,” said the statement of the 
latter, “a high-class mortgage business 
which will round out the latter’s com- 
plete financial service, and in turn great 
benefit and greater strength will inure 
to the Title Company by reason of its 
connection with the various units of the 
Manhattan Company.” 


Fidelity Trust and Continental, New York, 
to Unite 


HE boards of directors of the Fi- 

delity Trust Company and the 

Continental Bank, both of New 
York, have approved a plan for the 
consolidation of the two _ institutions, 
according to a joint announcement is- 
sued by James G. Blaine, president of 
the Fidelity Trust Company, and Fred- 
erick H. Hornby, president of the Con- 
tinental Bank. Committees of the two 
banks have been appointed to work out 
the details so that the completed plan 
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may be submitted to the directorate and 
stockholders of each institution. The 
name of the proposed consolidated bank 
was not announced, and terms of the 
merger have not been made public. 

The consolidated bank will have re- 
sources of more than $152,000,000, ex- 
clusive of the securities affiliate of the 
Continental. The combined capital, 
surplus and undivided profits of the 
two banks is $22,892,765. 





Examples of Recent Bank Building 
Operations 


New building recently erected at 99 Newbury street by the New England 

Trust Company of Boston for its Back Bay branch. It is in the best New 

England tradition, with a facade on the Newbury street side of Connecticut 

white granite. The central archway is the main entrance to the bank and 

the lateral doorway to the left gives access to the elevators and stairways 

for office floors above. The architects for the building were Henry & Rich- 
mond, of Boston. 
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The new building of the East New York Savings Bank, Brooklyn, N. Y., as it ap- 
pears. when illuminated by special combination street and flood fights. Holmes @ 
Winslow, bank architects of New York, designed the building. 
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One of the branches of the First National Bank of Louisville, Ky., showing the 

bullet-proof glass which has replaced all metal grille work. The counters have 

been re-inforced with a backing of sheet steel and the space between the ceiling 
and top of the screen covered with a heavy wire netting. 
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A section of the main banking floor in the new downtown office of the Lafayette 
National Bank of Brooklyn, N. Y. 


Board room o1 the new downtown ottice ot the Latayette National Bank of Brook- 
lyn, N. Y., opened recently at 100 Livingston street. 





THE BANKERS MAGAZINE 


uf 


a " \ a al a ‘ d 


Main office of the National City Bank of New York, at 55 Wall street, from a 
pastel by John Edwin Jackson. 


Main banking room of the head office of the National City Bank, from a pastel by 
John Edwin Jackson. 
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An exterior view of the newly opened Oriental branch of the Bank of America, 


of California, in San Francisco’s Chinatown. 


The furnishings and woodwork are 


of hand carved teakwood of authentic Chinese design, Chinese numerals are used 


on the clock, and Chinese characters on the calendars and name plates. 


The bank 


is managed and staffed entirely by young Chinese women. 


Coming Bankers’ Conventions 
ARIZONA BANKERS ASSOCIATION, 


Phoenix, November 8-9. 
Goldwater, Prescott. 


ASSOCIATION OF RESERVE CITY 
BANKERS, Memphis, Tenn., May, 1930. 


MID-CONTINENT TRUST CONFER- 
ENCE, Detroit, Mich., November 7 and 8. 
Robert O. Lord, Guardian Trust Company, 


Detroit, general chairman. 


MID-WINTER TRUST CONFERENCE, 
New York City, February 18-20. Head- 


quarters, Hotel Commodore. 


Secretary, Morris 


NEBRASKA BANKERS’ ASSOCIA- 
TION, Omaha, November 6-7. Headquar- 
ters, Faxton Hotel. Secretary, William B. 
Hughes, 908 Woodmen Building, Omaha. 


NEW JERSEY BANKERS ASSOCIA- 
TION, trust section, Newark, November 
14-15. Headquarters, Hotel Robert Treat. 


NORTHWEST REGIONAL BANK 
MANAGEMENT CONFERENCE, Novem- 
ber 15, Minneapolis. Headquarters, Nicol- 
let Hotel. 





, is probably no banker who does 
not cherish in his thoughts the desire to some 
day plan and direct the erection of his own 
bank building; nor who does not have some 
particular features, based on his personal expe- 
rience, which he plans to incorporate within it. 


In The Fundamentals of Good Bank Building, Alfred Hop- 
kins, an architect who has long specialized in the building 
of banking structures, gives to the banker the fundamen- 
tals of bank construction, with which he may combine 
his personal ideas to form a successful whole. 


Mr. Hopkins has written, not for the architect, but for 
the banker, and the result is a book which is as enter- 
taining as it is informative. Numerous amusing perso- 
nal incidents in the writer’s own experience have been 
used by way of illustration. 


More than fifty photographs, showing both exterior and 
interior views of banks in all parts of the country, have 
been reproduced to illustrate various types of architectural 
design, and a number of diagrams and drawings serve to 
make clear the points brought out in the text. 


This book, beautifully printed and bound, will be on sale October 
15. It may be had for five 


days’ free examination by 
any bank or banker. The 


price is $7.50. THE FUNDAMEN- 
TALS OF GOOD 
BANK BUILDING 
BANKERS PUBLISHING CO. 
7L Murray St., New York by Alfred Hopkins 
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Tate’s Modern Cambist in Its Cen- 
tenary Edition 


The twenty-eighth edition of Tate’s Modern Cambist (Bankers Publishing Company, 


$12) is published just one hundred years after the first edition of the volume. 


Dur- 


ing the entire century in which it has been in existence, it has been used extensively 
by bankers and brokers, to whom it is invaluable. 


ARLY in the nineteenth century, 
William Tate, the conductor of a 
large seminary in London for pre- 

paring the sons of brokers, bankers and 
merchants for their future business 
careers, found himself obliged either to 
use as a textbook a cambist compiled by 
the conductor of a rival institution, or 
to arrange one himself. He chose the 


latter course and, in 1829, his Manual 
of Foreign Exchanges was published in 


London by Effingham Wilson. 

In 1929, just one hundred years later, 
the centenary edition of this same vol- 
ume, now known as Tate’s Modern 
Cambist, has come from the press. 

During the intervening years, twenty- 
six editions of the book have been com- 
piled and published, each being revised 
and brought up-to-date by its editor. 
The latest, and twenty-eighth edition of 
the volume, thus contains more than 700 
pages, in contrast to the 100 of the 
original volume. 

William Tate himself edited the first 
twelve editions of the book and from 
that time on his work has been carried 
on by various editors, all financial ex- 
perts of their day. The new edition, 
which has taken four years to compile, 
is the work of William F. Spaulding, 
Fellow of the Institute of Bankers and 
Royal Economic Society and the author 
of a number of other works on financial 
subjects, among which are Foreign Ex- 
change and Foreign Bills, Eastern Ex- 
change Currency and Finance, A Primer 
of Exchange, Bankers’ Credits, and the 
London Money Market. 


The new edition contains, first of all, 
a preface and a list of the monetary 
units of principal countries. It is then 
divided into two parts. The first con- 
tains an introductory chapter on the 
foreign exchanges, analyzing their work- 
ings, discussing gold movements, etc. 

It then takes up each country of the 
world separately and tells concerning 
each: the monetary unit with the parity 
of that unit with London and New 
York; a full description of the coins of 
the country, their bullion content, the 
nomenclature, and the amount for 
which they are legal tender; state or 
bank-note circulation; methods of stab- 
ilization; principal points in the law 
concerning bills of exchange and checks; 
stamp duties on bills of exchange, 
checks, receipts, etc.; weights and 
measures. 

This information takes up more than 
600 pages in the volume, and the second 
part of the book, which is much 
shorter, is devoted to the presentation 
of such information as the valuation of 
bullion, a discussion of the gold and 
silver markets, and bullion operations, 
etc. A number of alterations have been 
made and new features, made necessary 
by the recent war, added. These latter 
include a description of the American 
silver market. A full subject index and 
an appendix which gives a biographical 
sketch of William Tate, are additional 
new features. 

Tate’s Modern Cambist has been in- 
valuable to bankers for a century, and 
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its present editor, Mr. Spaulding, is re- 
garded as an authority on all matters 
concerning currency and exchange. The 
combination of the distinguished book 
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with a distinguished author has made 
the new edition of Tate an epoch- 
making book, carrying added prestige 
into its second century. 


BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


LaBor BANKING MOVEMENT IN THE 
Unitep States. Prepared by the 
Industrial Relations Section, Depart- 
ment of Economics and Social Insti- 
tutions, Princeton University. 


For those who wish to gain a knowl- 
edge of this unique phase of American 
banking development the volume men- 
tioned above will be found instructive. 
It contains a thorough study of the 
labor bank movement, its objects, meth- 
ods of organization and management of 
the banks, and a summary of the re’ 
sults. 

Apparently, the movement reached 
its highest point in 1926, since which 
time there has been a falling off in the 
number of banks and the aggregate de- 
posits and resources. 

From the standpoint of profit the 
labor banks, as a whole, have not been 
successful, though a few of the well- 
managed banks are notable exceptions. 
Whether they have rendered other 
services to justify the money and en- 
terprise embarked in them, is a debat- 
able question. 

There may be a legitimate demand 
for banks to serve special interests in 
trade, manufacturing, finance, and per- 
haps for labor. But generally those 
banks are most profitable and of the 
greatest usefulness that extend their 
services to all classes in the community. 
If we had in this country a banking 
monopoly, confined to a few big banks, 
a movement away from it might be 
warranted. With our numerous banks, 
of varying sizes, as democratic as they 
are, the justification for such a move- 
ment does not appear. 

Nevertheless, the attempt to create a 


system of labor banks was not without 
significance, and it deserves a careful 
study. The opportunity for such a 
study is amply afforded by this treatise. 


EpocHs IN AMERICAN BANKING. By 
Noble Foster Hoggson. New York: 
The John Day Company. $5.15. 

In this volume, Mr. Hoggson has given 

a complete chronological record of 

American banking, from the days when 

chocolate, wampum and furs were used 

as media of exchange ‘to the present 
time. Said to be the first story of 

American banking in other than text 

book form, the book is accurate enough 

to interest bankers and bank employes 
and at the same time readable enough 
to be enjoyed by the layman. 

The significant events in the develop- 
ment of the banking system of the coun- 
try are presented one by one—the found- 
ing of the first mint, the first state bank, 
the first savings society, creation of the 
National Banking System, the financing 
of the gold rush, the Civil War, and 
railroad expansion, the appearance of 
wild-cat banks, the growth of stock ex- 
changes and clearing houses, and the 
founding and operation of the Federal 
Reserve System. 

Twenty-seven illustrations are of his 
torical interest. 


‘ 
CorporaTE EARNING Power. By Wil: 
liam E. Crum. Stanford University, 


Calif.: 
$5.15. 
THis book constitutes a first report of 
the findings of an analytical examina’ 
tion into the corporation _ statistics 
regularly published by the United States 


Standard University Press. 
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Book in the For Banks and Financial 10 Books 
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Encyclopedia of Banking 
and Finance 


SECOND EDITION, REVISED AND ENLARGED 
By GLENN G. MUNN 


This 675-page volume, size 7!/7x10!, is without 
a rival in its field. In it, bank officers and employees 
will find a ready answer to literally thousands of 
questions without wading through pages of text in 
many separate books. And so quickly! About 
3,200 terms are arranged in alphabetical order— 
explanations averaging half a column—and cover- 
ing every phase of banking, finance, securities, 
trusts, speculation, markets, brokerage, and insur- 
ance. By extracting the essentials, and by alpha- 
betical arrangement, the author has put together by 
far the greatest wealth of information on banking 
and finance in the range of a single volume. 


WHO IS IT FOR? 


The senior and junior officer who has occasion 
most every day to look up some reference, to find 
the exact wording of a section of some banking act, 
to ascertain the precise meaning of a term to replace 
a hazy impression, to determine the latest and best 
books that have been written on a subject if fuller 
details are wanted. 

For the bank employee it is a liberal education. 
Knowledge can be acquired as the need for it arises, 
thus short-circuiting the learning process. Nowhere 
else is there a handbook that will assist the bank 
and brokerage clerk in becoming informed in his 
profession so conveniently. It is an inexpensive 
investment in the technique of the employee's 
business. 
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Full revised text of 14 
bank laws, including 
Federal Reserve Act, 
Negotiable Instruments 
Law, McFadden Branch 
Banking Act, and 
Martins Blue-Sky Act. 
























Forms of principal bank- 
ing and brokerage in- 
struments. 









Complete list of abbrevia- 
tions. 










Bibliographies on impor- 
tant subjects giving 
latest and best books. 















Interest and yield tables 
in various forms. 




















Cross-references to other 
terms guides to collat- 
eral information. 















Foreign money tables— 
listed by currencies and 
by countries with U. S. 
money value equiva- 
lents. 


New York Stock Ex- 
change abbreviations. 
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Treasury in its annual compilation, Sta- 
tistics of Income. It presents an analy- 
sis and interpretaticn of the statistics 
on corporaticn capital and income. The 
leading analyses of the book are first, 
time studies of the variations in the 
margin of prefit in each line of industry, 
and second, studies of the relative earn- 
ing power of different lines of business 
at the same time. The results are pre- 
sented in both tabular and graphic 
form, and the interpretations of the ob- 
served relaticnship are orderly and de- 
tailed. 

Chapter headings include: Change 
and Diversity; Classification Difficulties; 
Time Variation: Industrial Divisions; 
Time Variation: Manufacturing Groups; 
Selected Groups, 1916 and 1926; Manu- 
facturing Subgroup:, 1916 and 1926; 
Return on Total Assets; Secondary 
Measures of Profitableness; Differences 
Among Lines of Industry; Differences 
Among Lines of Industry, 1926; Re- 
gional Differences, 1926; Classification 
of Assets and Liabilities; Fixed Charges; 
Successful Corporations; Amount of 
Net Income; General Summary. 


FINANCIAL HANDBOOK OF THE AMERI- 
CAN AVIATION INDUSTRY. Published 
by the Commercial National Bank 
_and Trust Company of New York. 


WitTH the publication of this compre- 
hensive handbook, the first publication 
of its kind by a large American bank, 
banking can be said to have definitely 


entered aviation. The book, planned 
for the investor and banker, lists in al- 
phabetical order each active aviation or- 
ganization. It has available for each 
reference the following important finan- 
cial facts in regard to each company: 
Date of organization or incorporation; 
capitalization; kind, value and distribu- 
tion of shares; earnings; production 
record and plans; officers and directors; 
subsidiaries owned or controlled; reg- 
istrar and transfer agents; exchanges on 
which stock is listed. The collection of 
data is complete to July 1, 1929. 

The 160 page volume was planned 
and published under the direction of 


THE BANKERS MAGAZINE 


Bradford Norman, Jr., pioneer in avia- 
tion and vice-president of the Com- 
mercial National Bank and Trust Com- 
pany. 

In a foreword to the volume, Her. 
bert P. Howell, president of the bank, 
describes how the book came to be pub- 
lished: 

“Twenty-five years ago, man flew for 
the first time in motor controlled flight. 
The names of the Wrights, of Curtiss, 
of Bleriot, Langley, Grahame White 
and Santos Dumont, among the pioneer 
adventurers of the air, thrilled the im- 
agination as man’s conquest of the air 
became assured in the dawn of the 
Twentieth Century. At the close. of 
the first generation of flight, Colonel 
Lindbergh lifted the heart of the world 


with the inspiring courage and perfec ™ 


tion of his unparalleled achievement. 
Instantly it seemed America became air- 
conscious. The romance and adventure 
of the air was every man’s poscession 
and knowledge. 

“Meanwhile an American industry of 
aviation was rapidly developing. To be 
successful, industry requires banking co 
Operation and facilities based upon an 
intimate and accurate understanding of 
each industry's particular problem. And 
so a new kind of.aviation history was 
required—the financial record. 

“The result is the present volume 


which the Commercial National Bank — 


and Trust Company of New York 
takes pleasure in presenting. . . .” 
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How To TuRN PEOPLE INTO GoLp. By 
Kenneth M. Goode. New York: 
Harper. $3 65. 


AN. AMERICAN’ BANEER. 
Rainsford Sprague. New York: 
Morrow. $2.15. 


THE BALANCE OF INTERNATIONAL PAy- 
MENTS OF THE UNITED STATES IN 
1928. By Ray Hall. Washington, 
D. C.: Government Printing Office. 
Superintendent of Documents. 10 
cents. 
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